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KEEPING A FINGER ON 12,000 ITEMS: For an over-all cost of 121% clerical 


units, National Motor Bearing keeps accurate, centralized control of 12,000 dif- 
ferent items in 7 plants and warehouses. This battery of automatic machines also 
simplifies payroll procedures and produces reports for analyzing all sales. 


Money-saving short cuts in Production, 
Distribution and Accounting! 


We wish you could talk with the 
Production and Sales people at Na- 
tional Motor Bearing Co. What they 
say about their new punched-card 
system makes mighty profitable lis- 
tening. For example: 

Cost Analysis: It used to take 30 
days after the job was completed to 
get even the sketchiest information. 
Now high-speed punched-card ma- 
chines have complete, accurate facts 
ready in just 5 days! 

Inventory Control: National Motor 
Bearing’s inventory turns over four- 
teen times a year! To get fast, up- 
to-date facts about 12,000 different 
items in 7 plants and warehouses, 
they use high-speed punched-card 
accounting. Old methods used to 


mean shortages, back orders, even 
lost orders. Today, N.M.B. inven- 
tory is better than 99% accurate! 

Production Control, Payroll Proce- 
dures: National Motor Bearings dis- 
covered that punched cards brought 
them amazing savings in time and 
money. These high speed automatic 
machines can give executives 
complete daily production reports. 
What’s more, payroll procedures, 
are as a by-product, simplified and 
much faster. 

We have prepared a complete Cer- 
tified Report which gives you all the 
facts and figures of punched-card 
accounting at N.M.B. For your copy 
circle CR752 at the bottom of the 
page and mail coupon today. 





Your Preventive Maintenance 
Control must help catch break- 
downs before they happen — OR 
ELSE! 

Maintenance Executives, who 
have a hearty dislike of paper- 
work, always like our simplified 
visible systems. There’s no con- 
fusion, little or no detail work. 
These visible records: (1) signal 





Stop trouble before it starts! 


the inspection date, (2) permit 
scheduling of work ahead, (3) 
pinpoint location of equipment, 
(4) chart depreciation. 

Let us show you how Preventive 
Maintenance Control can help pre- 
vent breakdowns... keeps your 
plant equipment humming. Simply 
check KD705 at the right and drop 
the coupon in the mail. 





Methods News 








Why operate a Personnel 
Department the hard way? 


Let our manual of personnel admin- 
istration record keeping show you 
money-saving short cuts you can take, 
This manual shows how specific skills 
can quickly be located. It tells how to 
answer 80% of all Personnel Depart- 
ment phone calls—in mere seconds. It 
points out how you can maintain con- 
trol over punctuality, vacations, ete. 
And it gives you examples of other 
profitable Personnel Department pro- 
cedures. Ask for X521. 





No chance for error! 


How do you process customer orders? 
Typing a master copy for duplicating 
is one way to begin, but even the most 
expert typists make errors—and dupli- 
cating does take time. 

Moog Industries, Inc., of St. Louis 
discovered that our photocopy equip- 
ment speeds up order processing like 
magic...assures 100% accuracy. For 
the complete photocopy story at Moog 
Industries and how it can be used effi- 
ciently by your firm, ask for CR856. 


Remington. Frand. 


Management Controls Reference Library 
Room 1265, 315 Fourth Avenue, N. Y. 10 
Please send me circled literature: 


CR752 KD705 CR856 X52]1 
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Management Is Moving Fast — Are You? Fe 


HE sales manager's most pressing problem is keeping up with new manage- 
ment methods and techniques continually developing in industry, commerce, | 
government, and education. He must keep his company’s operation up to date. 
continually progressing—at the same time take care of day-to-day supervisory 
and administrative responsibilities. 
If you are your company’s sales manager, you must plan next year’s sales | 
strategy, judge the capacity of new men for the sales staff, coax extra effort out 
of present members, justify to management any expenditure over and above last 
year’s, figure which markets have fulfilled their potential and which have not, 
find ways and means of getting special attention from distributors and dealers, 
determine ever-new kinds of programs for sales meetings, dig up sources for 
needed facts and figures, work with the advertising manager and advertising 
agency, decide how much time can be taken away from the desk to spend in the 
field. 
All this can be, under today’s conditions, too much for any sales manager. 
For the sales manager, as well as other executives, SAM provides the means 


to manage more easily, better. Manage is literally what executives do—and ought M 
to do—and SAM is the instrument for management. ? 
Through SAM publications, seminars, round tables, chapter meetings, con- bu 


to 
tic 


ferences, the manager is able to know what is going on in his own field, and 
what is happening in business and industry as a whole. SAM provides a vehicle 
for the manager to distinguish trends that affect him and his company. It puts 
out on the table of discussion the methods and techniques necessary to a sound 
management foundation. 

The sales manager, as one man on the executive team, must arrive at balanced 
decisions, based on accurate market facts and figures so that he does not have to 
guess market conditions. In addition, he should enjoy the benefit of regular sales 


Nr 











analyses, to give him much more positive control over costs and field operations. e 
The new developments of sales analyses and market research are important at 
to the sales manager and to the operating success of every company. You can rs 
keep up with new developments in this area through your full participation in a 
SAM— in your chapter program and in conferences. ne 
The Fall Conference on “Management Prepares for New Problems,” October th 
29-30, will cover many of the modern methods and techniques important to all w 
management men. As a conference participant you will have unfolded for you 7 
what is happening today in industry and how these influences will affect your fi 
company. e 
The tempo of progress is accelerating. What happens in one small part of \ g 
industry or business will set into motion influences that will affect both you and 

your company. These influences will affect your methods of operating. They will | si 
ultimately affect your policies of administration. | t 
Cross-pollination of ideas between companies and between industries makes t 
the stream of change and progress that is continuous. We must all be a part of § 

this dynamic movement. This is the objective of SAM—the pioneer society in | 
scientific management, | | I 
I 
Bruce Payne, President, SAM t 
| 
ts 
| 
1 
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Factors Involved In Applying Research to 


The Actual Operation of a Business 


by Frank Lang 


Modern management men realize the era of regarding research as academic or theoretical is gone. Today research 
is one of the strong factors dictating business policy and procedure. But the application of research to day-to-day 
business functions can easily elude the busy executive. This author discusses the approach of modern management 
to the discoveries of research, then shows how one insurance company has applied research to its everyday opera- 
tions and the long-range policies of its business. 





confronted with so many varied 
problems as those it faces today. The 
ever-increasing pressure of current oper- 
ations has left management little time 
for objective appraisal of over-all polli- 
cies, or for the long range planning so 
necessary in a period of change. And 
there is no magic formula on which 
management can base its decisions, im- 
mediate or long-range. Rather a mass of 
forces and indications, trends and count- 
er-trends, pressures and counter-pres- 
sures, must all be watched and weighed. 

What management primarily has been 
seeking is a point from which to con- 
trol its activities and a measure to iden- 
tify and evaluate these factors. One an- 
swer is “the scientific method.” 

The scientific approach in business is 
best exemplified by its use in a formal 
research program. Research combines 
the quest for new knowledge with the 
utilization of what is already known. 
Industry has found research not only 
profitable but necessary. Research on 
nylon took 13 years, but the company 
found it a most profitable investment. 

Most research involves the following 
fundamental steps: creative thinking; 


ee management has never been 





recognition and statement of the new 
problem; determination of sound overall 
objectives; search for facts; their order- 
ly classification; their analysis into sig- 
nificant relationships; their interpreta- 
tion free from bias; plans of action; 
the final follow-through. 

When research is considered as an 
over-all program, its application to busi- 
ness problems becomes obvious. 

The relationship of insurance to re- 
search is an unusual one. Scientific prin- 
ciples, some of which have been brought 
to great refinement, are the very founda- 
tion of our business. How can an under- 
writer decide to accept or reject a given 
risk unless he has a mass of data at his 
disposal? A rate cannot be set without 
research on losses and expenses. A new 
policy cannot be offered without re- 
search into hazards of various types. 
Funds cannot be conserved without re- 
search on the safety and returns of va- 
rious types of investment. Insurance 
companies have contributed much in 
providing research in these fields. 

There are, however, other: areas of 
business research which have become 
recognized only in recent years: various 
aspects of management research. This 


is the broad factual approach to man- 
agement problems, the application of 
scientific principles to the formulation 
of fundamental policies. Perhaps be- 
cause of the public service nature of 
their operations, insurance companies, 
more so than some other businesses, can- 
not afford to make decisions without 
careful planning and full consideration 
of all facts. 


Workshops Investigate 
Cost Reduction 


In this connection, I think a project 
the Association of Casualty and Surety 
Companies started quite recently has 
made a real contribution—a series of 
workshops on cost reduction and control. 
These Workshops are part of the Re- 
search Department’s long-term manage- 
ment research project, aimed at assist- 
ing member companies to reduce cost 
of operations and increase efficiency and 
control. Our first efforts dealt with the 
use of manpower and the possible re- 
duction in the number of man-hours 
required to perform certain operations. 
Since then, work has been done in con- 
nection with uniform accounting regula- 
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tions and problems dealing with the 
graduation of expense by size of risk. 
In the past two years, the most practical 
approach to specific problems has been 
the establishment of these workshops. 
Based on the assumption that a joint 
research approach and free exchange of 
information on common problems would 
be of direct help to everybody, they are 
carefully-planned seminars for the ex- 
change of information on various man- 
agement questions. Preparations for 
these sessions start many months in ad- 
vance and the problems taken up range 
from points of detailed procedure to im- 
portant issues of general management 
bearing on the progress of industry de- 
cades ahead. 


Centralization vs. 
Decentralization 


One of the most pressing modern 
business problems is centralization ver- 
sus decentralization. Should the effort 
be to centralize as many decisions and 
procedures as possible in the home of- 
fice, or should companies try to decen- 
tralize their operations and place more 
and more responsibility in the field? 

For business and industry as a whole 
there undoubtedly has been in the last 
decade a definite trend toward decen- 
tralization. Business has been dividing 
large complex companies into a group 
of relatively small businesses by product 
line, by type of operation, or by area. 
in order to obtain components which can 
be managed more efficiently and kept in 
closer touch with local conditions. 

Some authorities on management have 
even gone so far as to suggest that in 
the case of manufacturing companies at 
least home-office personnel may in time 
become in effect merely management 
consultants to the branches, which would 
be kept small and almost completely 
autonomous. 

Both economic and social reasons are 
advanced in support of this trend. It is 
contended, first, that big business, like 
big government, tends toward bureau- 
cratic red tape, with a consequent loss 
of efficiency and greater expense in the 
long run, despite the apparent economies 
achieved by centralization. Most impor- 
tantly, it is argued that the size of many 
of the industrial units today is in good 
part responsible for the personnel prob- 
lems many large manufacturing com- 
panies are encountering. This is so, it 
is argued, because every decision com- 
ing down from the top and every opin- 
ion or suggestion coming up from the 
bottom, must, of necessity, pass through 
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a long chain of command and inevitably 
become distorted in the process. 

These considerations have some valid- 
ity for insurance companies as well as 
for manufacturing companies. However. 
insurance faces some special problems 
of its own, which may mean that the 
best course for manufacturing compan- 
ies would not necessarily be best for 
insurance—to say nothing of the fact 
that each individual insurance company 
has many special problems it must take 
into account. Thus a trustworthy answer 
to the question of centralization versus 
decentralization can be provided only 
by the scientific study of each particular 
situation. Following are some of the 
points which must be considered. 

A good deal of cost reduction is likely 
to be achieved by further mechanization 
of operations. But if operations are de- 
centralized to the branches. we must 
equip each branch with the same equip- 
ment, which may or may not be used 
sufficiently to justify its purchase. How 
large a volume of business must a 
branch do in order to justify the pur- 
chase of such things as keypunching 
equipment and duplicating machines? 
That is a question that can be answered 
only by research. 


Applying Philosophy to 
Operations 


Closely related to the matter of cen- 
tralization versus decentralization is the 
other big general management question 
presently confronting property insur- 
ance companies: should fire and casu- 
alty operations be integrated now that 
multiple-line underwriting is permitted ? 
And if so, to what extent? 

Historically, fire and casualty com- 
panies developed along different lines. 

For the most part fire companies op- 
erated through a large body of state 
agents and fieldmen who performed a 
variety of services. They appointed 
agents, instructed them in policy writ- 
ing, and showed them how to make up 
their monthly accounts current, and 
forward their remittances to the home 
office in a lump-sum balance. These men 
also made inspections, adjusted losses, 
and acted as advisers on underwriting 
matters. With this type of field organiza- 
tion, it was practical to have all under- 
writing, bookkeeping, statistical work, 
etc., performed in a centralized home 
office (or as some companies got larger, 
in two or three departmental or more 
or less autonomous offices). 

Casualty insurance, which started 
much later, presented additional prob- 
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lems. The rating structure in such lines 
as workmen’s compensation was com. 
plicated, and inspectors trained in ma. 
chinery were needed to make inspections 
before policies could be issued. These 
and other technical problems made j 
impossible for the special agents to drop 
a bundle of supplies and expect local 
agents to handle and service the business 
with little guidance. 

The casualty and surety business also 
required technical claims adjusters with 
legal knowledge, payroll auditors, and 
many different types of engineers—all 
of whom had to be located in an office 
somewhere near the insured property. 
Thus from the beginning the casualty 
and surety companies were organized 
on a branch office basis, and the 
branches naturally took over many of 
the services performed by special agents. 

This fundamental difference explains 
many of the variations between the fire 
and casualty approaches to the handling 
of procedures, but there is also another 
big difference. In the fire business, units 
of premium are small and it requires 
a comparatively large volume of them 
to justify any considerable amount of 
overhead in the form of a completely- 
mechanized branch office. In the casu- 
alty business, premium units tend to be 
larger, and a smaller number of units 
can carry a larger overhead. 

Now. on the surface at least, it appears 
debatable whether there should be two 
completely different types of organiza- 
tion to handle coverages included in one 
policy, as is often the case under the 
recently introduced multiple-line poli- 
cies toward which there is now a trend. 
If amalgamation is accepted as the goal. 
the fundamental question which each 
insurance company will have to answer 
is this: should fire operations be adapt- 
ed to casualty procedures or vice versa. 
or should some combination of the two 
methods be evolved ? 


Other Questions Answered 
In Workshop 


Once the main problem of amalgama- 
tion has been settled, there are an in- 
finite number of supplementary ques- 
tions to be answered. Following are 
some of those discussed at workshop 
sessions: 

How far should the integration be 
carried in the branch office as compared 
to the home office? 

In the home office should there be 
broad underwriting divisions, such as 
property insurance (fire, inland marine, 
burglary, boiler and machinery), ocean 
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marine, \ird party coverages, and fi- 
delity and surety? Or should there be 


one underwriting head for all divisions? 

Will the development of package poli- 
cies with multiple peril be an argument 
against the separation of the underwrit- 
ing of property damage insurance from 
third party coverages, or is there a like- 
lihood that new departments will be 
created to handle the underwriting of 
these specialty policies? 

Another organizational problem which 
confronts many insurance companies is 
the use of committees and the extent to 
which authority should be delegated to 
these committees. Many executives find 
much of their time taken up in commit- 
tee work both within the company and 
with other organizations; time which 
could be profitably devoted to actual 
operating problems. Much research is 
needed to decide such questions as: 
what functions should a committee per- 
form? Who should serve on a commit- 
tee? Are committees a practical means 
of perfecting integration of work on the 
multiple-line operations ? 


Committees Functions Should 
Be Merely Advisory 


Many management authorities feel 
that committees should be merely ad- 
visory bodies since final decision on 
any matter will have to be carried out 
by one individual with proper authority 
in his field. Others feel that it is best 
to solve important problems through an 
exchange of opinion, and even delegate 
authority for binding decisions to vari- 
ous committees. Here business can learn 
a great deal from the basic research 
which various universities are conduct- 
ing on the effectiveness of communica- 
tion within groups. 

We have tried to explore the basic 
questions such as these at our workshop 
sessions. We then try to develop out- 
lines for discussion in such a way as to 
stimulate and coédrdinate executive think- 
ing on the over-all goals, so that each 
company will be in a better position to 
determine the course of action best 
suited for its particular needs. 

To come now to the supplementary 
problems of methods and procedures, 
the following are some typical examples 
of questions explored. 

At one time it was standard casualty 
company practice to type a policy form 
and then type an “abstract” giving the 
data needed for statistical and account- 
ing records two separate operations. 

Many companies still do this, but re- 
search has shown a number of possible 


ways of eliminating the separate typing 
of the abstract, all of which have been 
tested by individual companies and 
found to work. 

One company, for example, repro- 
duces all the records necessary for sev- 
eral automobile lines from one hecto- 
graph master and is extending the use 
of this to comprehensive personal lia- 
bility, residence burglary, and certain 
other lines. Others are using pre-car- 
boned sets which also make it possible 
to get all the records from one typing. 
Still another has combined the two plans 
and is using a pre-collated set in which 
the second copy is a master from which 
other records can be reproduced. 

Another plan—in use in at least one 
company—is to reproduce all records 
by Xerography or dry photography. 
Policies are being redesigned so that 
all information needed for the abstract 
is in a four-by-six rectangle in the upper 
right hand corner. After one typing, 
the necessary copies can then be 
tained by a photographic process. 

Still another company utilizes the 
rectangle idea for all the information 
which must appear in typed form on 
the automobile policy, and types only 
a single master card, from which records 
and the policy itself may be reproduced. 
The amount of typing necessary has 
been greatly reduced by having most of 
the information printed on the policy 
form; thus under “coverages available” 
the typist need only add, for example. 
the letters A and b,—which refer to 
paragraphs in the insuring agreement. 

In some cases, companies have elim- 
inated abstracting altogether, and punch 
directly from the dailies. 

Another traditional record which is 
being eliminated in some cases is the 
alphabetical index. Since most compan- 
ies file their policies by number, it was 
formerly thought necessary to keep an- 
other file by the names of the assureds 
so that a policy could be quickly lo- 
cated if the notice of claim gave only 
the name. 

But is this necessary? Research has 
shown that it is possible to dispense 
with indexing in the home office, as it 
often duplicates work in the branch, and 
at least two companies have found it 
possible to dispense with indexing al- 
together. There are always some records 
kept in the field which enable these com- 
panies to locate a policy, such as the 
daily reports filed alphabetically. 

A fact to be remembered about re- 
search is that it challenges all traditional 
methods of doing things, and accepts 
nothing as final. For example, it is gen- 


all 
ob- 


erally considered that machine work is 
more efficient than handwork. No one 
would deny that this concept is true in 
general, but research has shown that 
there are occasions when even the com- 
mon typewriter adds to, instead of sub- 
tracting from, cost by incorporating 
extra steps in procedure. 


One Way to Cut 
Labor Costs 


One company originally went through 
the following steps in producing state- 
ments in the accounting department for 
the use of executives: 

1. A clerk hand-posted the data to 
ledger paper. 

2. The data was typed. 

3. The typing was checked to insure 
that all figures were accurate. 

|, Extra copies were reproduced for 
distribution. 

Now this company has achieved an 
annual saving of $17,000 in labor costs 
(statistical typists are high-priced) by 
eliminating Steps 2 and 3. The accounts 
clerk simply handposts the information 
to a prepared form which is part of a 
pre-collated set that includes a multilith 
or hectograph master, checks his data 
with a calculator, and the form is ready 
for reproduction. Management finds the 
handwritten statements just as easy to 
understand as typewritten ones. 

Some companies are also finding that 
punch cards can be reproduced just as 
well from handwritten as from typed 
codes. One step in the processing of the 
policy is thus omitted, which means a 
saving in labor cost. Further, a chance 
for making mistakes has been elimin- 
ated, since every copying operation in- 
creases the possibility of error. 

This is not meant to suggest that the 
trend is toward elimination of type- 
writers or other machines in our offices; 
on the contrary, the indications are that 
mechanization is increasing. Electric 
typewriters and improved punch card 
machines, as well as improvements in 
reproduction processes, are among the 
best tools of cost reduction. The point 
made here is that the entire company 
organization, and all of its procedures 
must be scrutinized by research. 

Some of the other cost-saving studies 
on which companies have been working 
and from which we have got some an- 
swers, or partial answers, or hope to 
get answers, through various manage- 
ment research projects, deal with such 
questions as: 

How can the processing of endorse- 
ments be speeded up? In some cases the 
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cost of recording the transaction exceeds 
the premium charged for the extra cov- 
erage. What can be done about this? 

What is the most economical way of 
recording commissions on multiple-line 
policies where different commission 
rates apply? 

How can policies be redesigned for 
easier typing? 

Is it necessary to supply agents with 
renewal lists? 


Answers to These Questions 
Affect Final Decision 


Small questions all of them, and so 
are hundreds of others of similar char- 
acter which come up for discussion in 
our workshop groups. But the sum total 
of the decisions made on points like 
these may spell the difference between 
underwriting profit or loss. 

Management research is applicable 
not only to insurance companies in their 
home and branch offices, but its use can 
be extended to agency and brokerage 
operations as well. 

One agency, for example, found it 
profitable to have its entire executive 
and supervisory staff attend a course on 
principles and techniques of work sim- 
plification. Then the investigator ex- 
amined each function by asking “What 
is done?”, “Who does it?’’, “How is it 
done?”, “When is it done?”, “Where 
is it done?” 

Such an analysis proved most profit- 
able as it not only helped to reduce per- 
sonnel, but freed managers for super- 
visory research and promotional work. 

The application of research methods 
to insurance agency operations is a sep- 
arate field of study. An analysis of pres- 
ent policies, with a view to the cost of 
renewing them, would afford great pos- 
sibilities. A number of agencies which 
have conducted studies on the cost of 
the operation found that it cost them on 
an average of from $2.50 to $3.00 per 
policy to record a piece of new business 
on their books. It is very important for 
the average agent to know how much it 
costs him to handle a policy so that he 
can decide whether he can afford to keep 
certain business on the books, without 
securing additional insurance. 


Research as a Help to 
Distribution 


Another field in which research can 
help is the distribution of our products. 
Specifically, this type of research is 
known as “marketing research.” Broad- 
ly defined, it is “the use of scientific 
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methods in the solving of distribution 
problems.” No large manufacturer 
would think of putting out a new prod- 
uct or changing an existing one without 
first testing to determine to what degree 
the consumer would accept it. 

How can the insurance business use 
marketing research? To begin with, we 
must study what our market is, both 
present and potential. Such a study 
would include information on such sub- 
jects as: the proportion of spendable 
income available for insurance; the buy- 
ing habits and motivations underlying 
the purchase of insurance; the accepta- 
bility of risks at different established 
rate levels; the extent to which existing 
policy contracts fit present or potential 
demands for protection. 


Market Research Solves 
Vital Problems 


Marketing research could determine 
answers to questions as: do people want 
protection against hazards for which no 
policy exists at present? Do people want 
a single comprehensive policy covering 
all risks? Do people prefer wide con- 
tracts or special character, such as a 
fire policy covering their goods against 
fire anywhere, just so long as they main- 
tain ownership? Do they want another 
package policy insuring against all pos- 
sible losses caused by dishonesty? Do 
they want one-, three-, five-year, or 
longer term policies for any of these 
contracts ? 

These vital marketing questions could 
be settled in advance by research, mak- 
ing it possible to avoid the expensive 
hit-or-miss, trial-and-error methods. 

A study of the market, combined with 
an analysis of present sales, would give 
an insurance company a guide to the 
number of agents needed in any given 
territory. Research could also supply in- 
formation on the need for certain types 
of coverages in selected territories, the 
types of coverages which should be 
pushed, and the proper timing of par- 
ticular drives to coincide with public 
demand. 

Research can be applied also to the 
insurance market on a local agency 
level. Traditionally, companies have set 
up a distributive force simply by going 
out and finding agents, then hoping that 
they will find enough customers to sur- 
vive. In contrast, research makes pos- 
sible an approach based on facts. It can 
show the type of market in which the 
new agency will operate and the forces 
with which it must contend; it can show 
which parts of the territory are already 
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saturated, are relatively up. 


touched; it can reveal the best sources , 


of recruitment. 

Market research can also 
day-to-day operation of the 
surance agent. The agent in spite of all 
the assistance given to him, claims that 
he is severely handicapped by lack of 
adequate instruction and lack of time to 
give to research because his main effort 
must go into selling and servicing cli. 
ents. Market research would not only 
benefit the companies in the establish. 
ment of a better selling force, it would 


help in the 
average in. 
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be of equal help to the agents by point. | 


ing out to them what markets are the 
most profitable ones; it would furnish 
them with a mass of information that 
would mean more premium dollars than 
they at present have hopes of acquiring; 
it could provide them with a series of 
interview tools, panel suggestions, and 
devices for stepping up their sales tech. 
niques; it could provide a directive in- 
fluence upon their activities which in the 
end would produce many more profit- 
able contracts. 

Another aspect of marketing research 
is much discussed today: the study of 
distribution costs. Questions which 
might be considered are: What does it 
cost to acquire different forms of insur- 
ance? What does it cost to renew old 
business, to carry existing business on 
the books, to discharge existing busi- 
ness? How much does it cost to appoint 
a new agency? In many quarters it is 
felt that low premium policies cost our 
companies more to put on the books 
than they can charge for them. Many 
agents further claim that they cannot 
solicit certain business except as an ac- 
commodation. Market research could 
throw a great deal of light on such 
issues. 

In this article I have hardly scratched 
the surface of this fascinating subject, 
but have tried to open some of the vistas. 

At present we are witnesses of many 
changes in the philosophy governing 
the methods used in business. Some of 
these changes will come quickly; others 
will appear more gradually. 

Research must not be expected to do 
too much; it must be a continuing pro- 
cess, since organization requirements, 
techniques, procedures, markets and 
consumer desires are constantly chang- 
ing. Research can, however, indicate the 
direction in which we are moving and 
the pressures, internal and _ external, 
which will be likely to affect the con- 
duct of the business—and so enable us 
to keep on the track toward our long- 
term goals. END 
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A History of Scientific Management 


In The United States of America 


by Henry P. Dutton 


Here is a brief but comprehensive history of the management movement as it has grown and gathered force in the 
United States. At a time when conditions seem to dictate a careful study of management values and objectives, the 
profession may well profit by a look at its past, written especially for AM by a dean of the management field. 


CIENTIFIC management is the applica- 
“ tion of the scientific method to the 
organization of work, The scientific 
method, in turn, may be summarized as 
the extension of knowledge by controlled 
experimentation, by the testing of hy- 
potheses and, subject to constant review 
in terms of changing situations, by the 
establishment of laws and _ principles 
which make prediction possible. 

While the application of the scientific 
method is a significant feature of sci- 
entific management it does not wholly 
encompass the concept. Harlow S. Per- 
son, Morris L. Cooke, and Dan M. 
Braum have defined scientific manage- 
ment as: 

“A concept and mental attitude to- 
ward achievement, which exercises basic 
systematic techniques for discovering 
and establishing objectives, plans, stand- 
ards, methods and control of an enter- 
prise, all within the laws of each situation 
and in an environment of high morale, 
and thereby exemplifies the best use of 
human and material energy.” 

Frederick W. Taylor 
Principles of Scientific 

“These new duties are 
four heads: 

First. They develop a science for each 
element of a man’s work, which replaces 


stated in The 
Management: 


grouped under 


the old rule-of-thumb method. 


Second. They scientifically select and 
then train, teach and develop the work- 
man, whereas in the past he chose his 
own work and trained himself the best 
he could. 


Third. They heartily cooperate with 
the men so as to insure all of the work 
being done in accordance with the prin- 
ciples of the science which have been 
developed. 


Fourth. There is an almost equal di- 
vision of the work between the manage- 
ment and the workmen. The managemcnt 
takes over all work for which it is 
better fitted than the workmen, while in 
the past almost all of the work and the 
greater part of the responsibility were 
thrown upon the men.” 


Scientific management is not an iso- 
lated movement. It was part of that 
great surge of progress which resulted 
from the application of the scientific 
method to material phenomena. It was 
inevitable that someone should see the 
possibility of an application of that same 
scientific method of experimentation and 
questioning to industry. Taylor's train- 
ing and interest lay chiefly in the metal- 
cutting industry and the shop. But the 
approach he used has been applied in 
such widely differing fields as govern- 


ment, agriculture, warfare, surgery, 
home management, accounting and office 
work, selection of personnel, marketing, 
and finance, Scientific management as a 
school of thought and practice has bene- 
fited from and stimulated thinking in 
psychology, human relations, and gov- 
ernment. 


Taylor Discovers Key to 
High Productivity 

Frederick Winslow Taylor, born 
March 20, 1856, was apprenticed in 


1874 to the Enterprise Hydraulic Works 
in Philadelphia. He was struck by the 
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difference between the actual and the 
potential output of his fellow-workmen 
and when he became a foreman felt a 
responsibility to retrieve what he could 
of this wasted productive capacity. The 
attempt to do so led to a distinguished 
series of explorations and accomplish- 
ments. He was to find that interference 
with high production resulted not only 
from the traditional reluctance of labor, 
but from the lack of systematic planning 
and preparation by management. 

Taylor was early led by these interests 
to a study of metal cutting. With the aid 
of Carl G, L. Barth, who joined him at 
the Bethlehem Steel Company in 1899, 
Henry L. Gantt, (Midvale, 1897) and 
the cooperation of William Sellers at 
Midvale and later at Bethlehem, he per- 
formed a massive series of experiments 
to determine the best and most economi- 
cal combinations of speeds, feeds, depth 
of cut and shape of tool for metal cut- 
ting. Controlling, for example, al] but 
one variable (as speed, feed or depth 
of cut) He measured the amount of 
metal removed at various speeds, and 
determined the combinations of these 
factors which accomplished the fastest 
removal of metal consistent with a given 
tool life. Slide rules were devised to 
permit rapid calculation of the proper 
combination of factors for a given job. 
The invention of one of the first high- 
speed steels by Taylor and Maunsel 
White was an outgrowth of these studies. 
In 1906 Taylor reported his findings 
to the American Society of Mechanical 
Engineers in his paper On the Art of 
Cutting Metals. 

Many similar studies were made, some 
of them mentioned by Taylor in Shop 
Management. Among these were studies 
of belting and of the selection of inspec- 
tors. Taylor and Sanford E. Thompson 
also applied similar methods of meas- 
urement and analysis to construction 
costs. The first decimal stop-watch was 
invented by Thompson during these 
studies. Taylor also interested himself 
in such matters as determining experi- 
mentally the optimum rest periods for 
heavy work, 


Gilbreths Used Film to Study 
Motion Elements 


The work done by Taylor in the im- 
provement of operations by measurement 
and analysis interested Frank G. Gil- 
breth and his wife, Lillian M. Gilbreth, 
and in 1909 A Bricklaying System by 
Gilbreth was published, followed in 
1911 by Motion Study and in 1920 by 
Motion Study for the Handicapped. The 
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first book on the application of psy- 
chology to management was published 
by Lillian Gilbreth in 1914, The Psy- 
chology of Management. To the work of 
these two may be traced in large part 
the development of an intensive and 
productive analysis of work methods. 
They were the first to apply the motion 
picture camera to the recording and 
analysis of performance, the first to 
classify the motion elements or “ther- 
bligs.” In large part the laws of motion 
economy, looking to the systematic 
elimination of inefficiencies and waste, 
were formulated by them. Out of this 
work grew the idea of estimating per- 
formance times as the sum of the times 
normally taken for the performance of 
the elementary motions used in the 
operation, a promising approach to 
which A. B. Segur, Harold Engstrom 
and H. B. Maynard among others have 
contributed. 


Growth of an Integrated 
System of Management 


Exploring in still another direction, 
Taylor, Barth, H. King Hathaway, and 
others worked out the details of an 
integrated shop procedure which in- 
cluded systems of planning and schedul- 
ing, material and tool control, movement 
of work, symbolization and identifica- 
tion of materials and accounts; in short, 
an integrated system of management. 
Harrington Emerson also did pioneer 
work in integrating shop procedures in 
the Topeka shops of the Atchison, To- 
peka and Santa Fe Railway Company. 

In 1911 Taylor published The Prin- 
ciples of Scientific Management, in THE 
AMERICAN MAGAZINE. In the same 
year Louis D. Brandeis, later to become 
an associate Justice of the Supreme 
Court, called Harrington Emerson to 
testify before the Interstate Commerce 
Commission that the railways could, by 
applying the principles of scientific 
management, save over a million dollars 
a day. 

A conference of over 300 business 
men was called by Harlow Person at the 
Tuck School of Dartmouth to hear the 
new gospel. Overnight, scientific man- 
agement became headline matter and 
caught the attention and aroused the 
enthusiasm, or antagonism, of thou- 
sands. It was inevitable that many whose 
only qualification was enthusiasm should 
attempt to apply the principles. Labor 
feared that the tool of time study would 
be used against them and in 1915 se- 
cured the passage of a rider to appro- 
priation bills which prohibited “the 
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making or causing to be made, with a 


stop-watch or other time-measuring de- ‘ 


vice, a time study” . . 
contracts. 


. on government 


The death of Taylor in 1915 and the | 


opening of the First World War set a 
natural period to this first phase of the 
movement, Engrossed in the war effort, 
the country adopted without argument 
and, almost unnoticed, incorporated into 
the general body of business practices 
most of the procedures and approach of 
scientific management, and _ enlisted 
many of the leaders in the war effort. 

The post-war period marked the 
spread of the movement in new diree- 
tions. Professional consultants appeared 
and colleges began to train young peo- 
ple in management as a profession, A 
beginning was made in the licensing of 
qualified professional industrial engi- 
neers. An early application of the sci- 
entific method to marketing, made by 
Walter Dill Scott in testing the effec- 
tiveness of advertising, foreshadowed 
extensive developments in the field of 
distribution. 

The theory of organization has en- 
gaged the attention of military men 
since the Middle Ages. The intensive 
study of industry led to a renewed in- 
terest in the organization field. C. 
DeLano Hine early published a study of 
centralization in railway organization. 
Mooney & Reiley’s Onward Industry in 
1931, Mary P. Follett’s lectures on the 
functional basis of authority, Fayol’s 
Industrial and General Administration, 
(translated from the French in 1930), 
Chester I. Barnard’s The Functions of 
the Executive in 1938 and Alvin Brown’s 
Industrial Organization in 1949, are 
representative contributions. Much work 
has also been done in public administra- 
tion; a noteworthy collection of articles 
in this field, Papers on the Science of 
Administration, edited by Luther and 
Gulick, was published in 1932. 


Emphasis Shifts to 
Over-all Picture 


Increasingly, interest shifted from de- 
tails to over-all planning and control. 
The idea of the integrated effort made 
decisive contributions to the First World 
War in the Allied Shipping Control and 
was to be even more significant in the 
Second. The genesis of such proposals 
for integrated regional developments as 
the Tennessee Valley Authority may be 
traced in part to this thinking. 

An early book in the field of account- 
ing and financial control was The 
Proper Distribution of Expense Burden, 
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by A. Hamilton Church, published in 
1916. William H. Leffingwell published 
Office Munagement, Principles and Prac- 
tice in 1925, a forerunner of many stud- 
ies in this field. John H, Williams’ arti- 
cles, such as A Technique for the Chief 
Executive, which appeared in the Bul- 
letin of the Taylor Society in 1922, and 
John M. Clark’s Economics of Overhead 
Cost, which appeared the same year, 
proposed procedures for the separation 
of fixed and proportional elements in 
operating costs and made modern bud- 
geting and cost analysis possible. 


Government Benefits From 
Management Research 


Governmental operations have been 
subjected to the application of scientific 
management principles from the time 
when Henry Metcalf used cost cards at 
the Frankford Arsenal in the 1880's. 
Copley’s biography, Frederick W. Tay- 
lor, describes the interest taken in the 
new methods by the Army, Navy, and 
other governmental departments. 

The Forest Service was probably the 
first government agency to apply sci- 
entific management in a_ thorogoing 
manner. As Secretary of Commerce, 
Herbert Hoover gave great impetus to 
the elimination of waste in industry and 
to industry-wide standardization of 
products. As President he initiated steps 
for improvement in government opera- 
tion which, as Chairman of the Commit- 
tee on Organization of the Executive 
Branch of the Government, he was to 
bring up to date in 1948-49. An earlier 
significant report of similar tenor was 
made in 1938 by a committee headed by 
Luther Gulick, The Rural Electrification 
Administration, the Public Works 
Agency, and the War in general furn- 
ished notable illustrations of the appli- 
cation of scientific management to gov- 
ernment. A National Roster of Scientific 
and Specialized Personnel in 1941 was 
one example of the war-born activities. 

The great size of governmental activi- 
ties has brought into prominence the 
staff functions and the devices of co- 
ordination, such as committees and 
councils, A Council of Personnel Ad- 
ministration, for example, coordinates 
personnel policies and acts to avoid con- 
flicts in procurement. 

In many other ways the Federal Gov- 
ernment is attempting to apply scientific 
management. The Bureau of the Budget 
is leading in the widespread develop- 
ment of standards for office work. On 
the initiative of the Department of Agri- 
culture, extensive work is being done 


through the land-grant colleges and 
other means, in the application of sci- 
entific management to agriculture. Vari- 
ous government organizations, such as 
Training Within Industry, made man- 
agement techniques available to firms 
engaged in war production. 

Perhaps more important has been the 
export of American know-how to less 
developed areas of the world, through 
such agencies as the Institute of Inter- 
American Affairs and the E.C.A., with 
the cooperation of the Council for Inter- 
national Progress in Management. 

An American Society of Public Ad- 
ministration and a Personnel Adminis- 
tration Society provide forums for furth- 
ering the application of scientific man- 
agement to government. The Washington 
Chapter of the Society for Advancement 
of Management has made government its 
special interest. 

From the start the labor problem 
loomed large in scientific management 
thinking. Taylor, although he earned 
the respect of labor unions, was reared 
in a generation which expected the 
worker to obey, rather than to contribute 
to, the decisions of management. Yet. 
although the present-day philosophy of 
labor relations had not yet developed, 
Taylor instinctively understood the need 
of enlisting the active cooperation of 
workers in his experiments, He thought 
of incentive not only from the viewpoint 
of cash bonuses and awards, but of the 
desire to be recognized for personal 
worth, merit and efficiency, to be known 
as a “first class man.” 

The early efforts of employers to deal 
with labor problems tended toward the 
paternalistic, welfare type. Increasingly 
employers recognized that, as Barnard 
has put it, the subordinate really makes 
the laws since, unless the law wins his 
consent, they are not obeyed. Mary Fol- 
lett has well expressed the new concept 
of leadership when she argued that the 
basis of command should be functional 
competence rather than position or fiat, 
that decisions should be made by those 
with the facts on which to base them. 
It was found, further, that men work 
better when they are given a voice in 
decisions affecting them. 


New Trend to Restore 
Initiative to Workers 


The evidence is accumulating that 
organizations with relatively few layers 
of management, work better than those 
in which the conventional seven-to-nine 
man “span of authority” introduces 
layers of intermediates between decision 


and action. The trend of management 
thinking is to restore initiative to the 
worker, from whom standardization and 
the machine, and machine concepts, had 
taken it away. While the manager con- 
tinues to be finally responsible for re- 
sults and to exercise final authority, his 
role is that of coordinator rather than 
supplier of intelligence and initiative. 

It is a common mistake to believe that 
labor was slow to see the advantages of 
scientific management. Samuel Gompers 
said, as early as 1924: 

“T liken the labor movement to a great 
Niagara. It can pour over the falls and 
do no useful work, If the employer will 
direct it and work with it, it can pass 
through the ‘generator’ of industry and 
render service to humanity.” 

In 1925 the American Federation of 
Labor said: 

“We hold that the best interests of 
wage earners, as well as the whole social 
group, are served by increasing produc- 
tion in quality as well as in quantity, 
and by the high wage standards which 
assure sustained purchasing power to 
the workers, and therefore higher na- 
tional standards for the environment in 
which they live, and the means to enjoy 
cultural opportunities.” 


Early Management Leaders Devise 
Methods of Cooperation 


Certain leaders in scientific manage- 
ment, notably Otto Beyer, Sanford E. 
Thompson, Robert B. Wolf and Robert 
Valentine, were able to initiate practical 
patterns of cooperation which provided 
the necessary assurances of protection. 
In 1919 Wolf succeeded in greatly in- 
creasing the output of a paper mill by 
giving the workers increased responsi- 
bility for quality and supplying them 
with the instruments and the know-how 
needed for control. In the early 1920’s 
Otto Beyer secured a notable coopera- 
tion between the unions and the manage- 
ment of the Baltimore and Ohio and 
other roads, through the use of joint 
councils of management and employees. 
In 1929 Morris L. Cooke and Francis 
Goodell were retained by the United 
Textile Workers for a then-unique ar- 
rangement. The management of the 
Naumkeag Steam Cotton Company had 
told their employeees that a 10 per cent 
cut in wages would be necessary if the 
mill were to get business. The Union 
was willing to take the cut if necessary 
but proposed that first an attempt be 
made to save money by improved meth- 
ods, The attempt succeeded. 

Such examples still represent the ex- 
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ceptional rather than the typical position 
of employer, union or industrial engi- 
neer. But the need for the cooperation 
of all during the Second World War, the 
rapid growth in the power of labor 
unions, the slowly growing realization 
that potential leadership is not limited 
to the employing classes and that we 
have not fully used the potential motiva- 
tion that comes from participation by 
the worker, are having their effects in 
replacing an authoritarian philosophy 
by one more governed by the laws of 
the situation. 


Scientific Management Must 
Promote Cohesive Culture 


Scientific management is based on the 
tenet that truth and technology shall 
guide, an ethic still not universally ac- 
cepted. It is possible, therefore, that sci- 
entific management must next concern 
itself with the processes that promote a 
cohesive culture. 

Support for the theory that the most 
effective motivation in industry is par- 
ticipation was given by the now famous 
“Hawthorne experiments,” initiated by 
the Western Electric Company in 1926, 
with the guidance of. Elton Mayo of 
Harvard. Starting as a study of the 
effect of lighting on output, various ex- 
perimental changes were made in other 
elements of the working situation such 
as wage systems, or rest periods, which 
supposedly affected output. Throughout 
the series, little correlation was found 
between the effect on output and the 
supposed cause; output kept increasing. 
It was concluded that the interest of the 
workers, their sense of participation and 
the attention given them as individuals, 
explained why production was higher 
in what the workers felt was an unsuper- 
vised situation than with conventional 
supervision. The Human Problems of 
an Industrial Civilization, by Elton 
Mayo, Management and The Worker, by 
Roethlisberger and Dickson, and Man- 
agement and Morale, by F. J. Roethlis- 
berger, summarize this experiment. 

Scientific management has spread far 
beyond the borders of the United States. 
Wallace Clark was one of several Ameri- 
cans to introduce it in Europe. A Cen- 
tral Institute of Labor was organized in 
Moscow in 1920 and at about the same 
time the useful Industrial Fatigue Re- 


search Board was established in Eng- 
land. A series of International Manage- 
ment Congresses, held in Czechoslovakia 
in 1923, Prague, 1924, Brussels, 1925, 
Rome, 1927, Paris, 1929, Amsterdam, 
1932, London, 1935, Washington, 1938, 
Stockholm, 1947, did much to spread 
the philosophy. An International Com- 
mittee of Scientific Management was 
organized in 1924 to continue the work 
of the first successful Congress. 

The formation of groups and societies 
dedicated to the study of management 
was inevitable. The year 1912 saw the 
launching of a Society to Promote the 
Science of Management, which became 
the Taylor Society on Taylor’s death in 
1919. The Efficiency Society, formed in 
New York in 1912 and in Chicago the 
next year, was succeeded in 1917 by the 
Society of Industrial Engineers. Similar- 
ity of aims led to the merging of the 
Taylor Society and the Society of In- 
dustria] Engineers in 1936 to form the 
present Society for Advancement of 
Management. 


Increasing Specialization in 
Management Field 


In 1921 the American Society of 
Mechanical Engineers, in whose publica- 
tions appear many of the significant 
early articles on the subject, formed a 
Management Division. In 1919 the Na- 
tional Office Management Association 
and the National Association of Cost 
Accountants were formed, and in 1922 
the American Management Association 
evolved from an earlier personnel group. 
The American Marketing Society was 
formed in 1931 and in the late ’30s the 
American Society for Public Adminis- 
tration was added to the list. An Asso- 
ciation of Consulting Management Engi- 
neers was formed in 1921 and in 1933 
the National Management Council, com- 
posed of delegates of the various man- 
agement societies, was organized to 
cooperate with the National Security 
Resource Board and to facilitate united 
planning of international management 
activities. This list takes no account of 
the many useful local and regional or- 
ganizations, nor of groups in such re- 
lated, specialized fields as personnel ad- 
ministration or statistical quality control. 

The reconversion from the Second 
World War appropriately marks the end 


ADVANCED MANAGEMEnr 


of the second phase of the scientify 
management movement. To foretell] the | 
direction in which a third phase wil] / 
evolve is a task for the prophet rathe, 
than the historian. Clearly we are in q | 
period of revolution, which has already 
caused profound shifts in the equi. 
librium of national and world power, 
and in thinking about human social and 
political relations, The wholesale adop- 
tion by Russia’s totalitarian government 
of many of the mechanisms of scientific 
management proves that, like science, jt 
is the monopoly of no single nation or 
class. Russia does not seem yet to have 
mastered the significance of the phrase 
“consent of the governed”; when she 
does, some of the tensions which today 
grip the world may relax, Until she 
does, our own groping realization of the 





importance, and knowledge of the tech. 
nique, of cooperation, within the nation 
as among nations, may prove one of the 
sources of our strength. 

There is still much work to be done 
in adapting cost accounting to the guid- 
ance of industry. There are still far too 
few practical administrators who apply 
to the conduct of groups the techniques 
of the engineer, a knowledge of the pos. 
sibilities and limitations of such struc- 
tural forms as the committee or the staff 
and the line organization, who under- 
stand the strengths and the limitations 
of people working in groups, and who 
can use this knowledge of organization 
science to produce results with an econ- 
omy of both physical and human re- 
sources. 


Management Science Must 
Answer Vital Questions 


It becomes clear that if the advances 
of science and technique are to continue 
to be fruitful, today’s most pressing 
problem is to know and govern the way- 
ward impulses of the human heart. 

The scale of enterprises, both business 
and government, has steadily increased; 
each increase in the size of the under- 
taking brings a more than proportionate 
increase in the complexity and difficulty 
of direction. It may well be that the fate 
of this civilization depends on the an- 
swers which must be found by an ad- 
vancing science of management, to the 
problems raised by an ever-increasing 
scale of operations. END 





management field. 
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The Importance of Industrial Medical 


Departments as a Management Tool 


by Dr. Daniel C. Braun 


Medical departments in modern industry are among the most misunderstood and least evaluated tools of manage- 
ment today, this author says. He tells of the true value of industrial medicine to management, how much it costs, 
what it does, and how industrial medicine seems an inevitable part of tomorrow’s most essential management plans. 


eae and medicine have been 
aware of each other’s existence in 
some degree over a long span of years. 
Medicine, or at least certain of its prac- 
titioners, knew about many health prob- 
lems of industry long before industry 
paid much attention to medicine. Indus- 
trial medicine actually began with the 
writings of Ramazinni in the 17th Cen- 
tury. It was he who first noted the occur- 
rence of certain diseases among workers 
in particular branches of mining and 
manufacturing, For all practical pur- 
poses, however, medicine first became 
an integral part of industry at about 
the turn of the century, and some of our 
industrial medical departments had their 
origin in the late 1800s. 

With the enactment of compensation 
laws about 1911, more companies called 
upon the profession of medicine because 
industry was required by these statutes 
to furnish medical care to its injured 
employees. There followed an era of 
compensation medicine, exemplified by 
curative, reparative, or reconstructive 
treatment, largely surgical. The medical 
officer of the company was most often 
designated as the chief surgeon and the 
heavy industries—those with the high- 
est potential traumatic hazards — were 
the first to employ physicians in this 
capacity. More recently, industrial medi- 


cine began to assume a broader mean- 
ing, both to physicians and to the man- 
agement of industrial organizations. 

The realization that exposure to cer- 
tain toxic materials could produce acute 
or chronic disability, now generally re- 
ferred to as occupational diseases, 
tended to focus attention on the study 
and control of the work environment. 
The services of the industrial hygienist 
were enlisted, and the medical depart- 
ment utilized his findings in conjunction 
with its work. During the critical man- 
power shortage which accompanied 
World War II, the need for employing 
women, older men, and people with 
physical handicaps presented new prob- 
lems. At about the same time, it was 
found that urgently needed production 
could be achieved by keeping workers 
healthy and consequently more efficient. 
The loss of production through absentee- 
ism was recognized, and efforts were 
made to reduce that portion of absentee- 
ism which was caused by illness, In- 
dustrial medical programs, therefore, 
rapidly expanded to include such things 
as industrial psychiatry and health 
counseling services for employees. Such 
counseling covered subjects ranging 
from adequate diet to the healthful use 
of leisure time. In order to evaluate re- 
sults and provide useful data to man- 





agement, systems of medical records 
were developed and biostatistics became 
an additional medical department ac- 
tivity. Finally, in order to orient their 
efforts properly, the most progressive 
medical departments instituted research 
projects, 

Hence the modern concept of medi- 
cine in industry is the application of the 
principles of modern medicine to the 
industrial workers, sick or well, supple- 
menting the traditional remedial meth- 
ods with the newer principles of hy- 
giene, sanitation, engineering, toxicol- 
ogy, and health promotion. It is public 
health adapted to the employee popula- 
tion. It is not the substitution of com- 
plete medical care by the industrial dis- 
pensary for medical care of the indi- 
vidual by his private physician. 


Current Acceptance of Medical 
Programs in Industry 


Medical programs in industry have 
proved almost indispensable to many 
companies all over the country. Why, 
then, are they not used universally? 
There are several reasons. 

First, management does not always 
appreciate the value of an industrial 
medical program. Even many companies 
which have excellent medical programs 


13 








do not fully realize the benefits which 
they are deriving from them. This is 
true partially because of the intangible 
nature of these benefits. Who can meas- 
ure the increased morale among em- 
ployees whose health is maintained at 
the highest possible level? It may be 
evident, but it is not measurable. We 
have every right to anticipate that im- 
proved morale should result from a 
well-functioning medical program. It is 
the medical department which has the 
best opportunity to counsel that large 
group of employees who seek its serv- 
ices frequently, but whose real difficulties 
actually lie in the area of human rela- 
tions problems, At least half of the peo- 
ple who visit the dispensary are not 
actually ill, but are disturbed by one of 
the many abnormalities which we speak 
of as psychosomatic or maladjustment 
cases. Many of them will improve if they 
are merely given the opportunity to talk 
freely about their situation. The psy- 
chiatrists call this “ventilation.” By this 
means, the patient rids himself of an 
inner conflict which interferes with his 
safety, efficiency, and general well-being. 
In this group there are a number with 
problems concerning the illness of some- 
one in the family and helpful sugges- 
tions by the medical personnel often 
lead promptly to a solution, relieving 
the worker’s mind of a worrisome and 
debilitating burden. 


Reduction of Absenteeism is 
Tangible Result 


These are examples of the intangible 
benefits of a medical program, but re- 
duction in absenteeism, in labor turn- 
over, and in compensation costs can be 
measured, and they have been reported 
as achieved by a good medical program 
time and time again. In certain com- 
panies, the in-plant medical program has 
reduced absenteeism by 50 per cent, 
accident frequency by 46 per cent, and 
occupational disease by over 60 per 
cent, It is not difficult to translate these 
savings into dollars and cents. Now, 
every company is naturally concerned 
with the financial return on its invest- 
ment. However, notwithstanding the 
popular pastime of critizing “big busi- 
ness,” a great many companies are truly 
interested in the welfare of their em- 
ployees, Perhaps many of them do not 
realize that, as a result of a good health 
program, the employee stands to benefit 
in many ways. If his health is main- 
tained, he loses fewer days of work and 
consequently less wages, he has better 
conditions under which to work, and his 
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span of productive years and earning 
power is lengthened. 

A second reason for the less than 
ideal utilization of medicine by industry 
is the lack, at least until recently, of phy- 
sicians qualified to administer first-class 
industrial programs. The difference be- 
tween a successful and a mediocre pro- 
gram is very often entirely dependent 
upon the doctor by whom it is directed. 


Doctors Need Special 
Knowledge of Industry 


An industrial physician needs to be 
more than simply a good doctor. He 
needs qualities that many good doctors 
do not have, namely, administrative 
ability and the faculty of working as a 
part of an organization. He must under- 
stand problems of production, princi- 
ples of management, and essentials of 
personnel work. He must have a knowl- 
edge of workmen’s compensation laws. 
His professional knowledge must include 
things which the average practicing 
physician does not ordinarily concern 
himself with, such as toxicology, and the 
recognition of environmental hazards. 
He must know intimately the industry 
with which he is identified. If he does 
not have a detailed knowledge of the in- 
dividual processes and operations and 
their hazards and requirements, he can- 
not perform a good placement examina- 
tion, or determine what types of work 
are suitable for specific workers. He 
must be able to recognize occupational 
diseases and be familiar with their treat- 
ment, and he should know when a con- 
dition is not occupational. Above all, he 
must have a genuine interest in occupa- 
tional medicine and not pursue it as a 
sideline, or devote to it brief intervals 
of time grudgingly spared from a busy 
private practice. 

The third factor which undoubtedly 
has limited the broader application of 
medical service in industry is that of 
cost. On the average, a rather complete 
and modern medical program will cost 
industry today between 15 and 30 dol- 
lars per employee per year. The lower 
figure, as you might expect, applies in 
the larger companies where the depart- 
ment operates more efficiently and the 
number of employees over which the cost 
is spread is larger. On this basis, a com- 
pany with 10,000 employees could ex- 
pect a fairly complete medical program 
to cost in the neighborhood of $150,000 
per year. Such a sum represents a con- 
siderable outlay, and it is not surpris- 
ing that the management should wish to 
consider the matter carefully before au- 
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thorizing so much of an expenditure, 

If the medical program were a com. 
pletely philanthropic gesture, one can see 
why the decision might be against initj. 
ating it. Like all other expenditures, hoy. [ 
ever, that for medical services should | 
be balanced against anticipated returns, 
at least those which are tangible and | 
measurable. When this is done, we may 
enter on the credit side of the ledger, 
so to speak, certain direct savings which 
should result from the medical program, 
Let us see what they are. For one thing, 
the normal absentee rate in some com- 
panies is as high as 2 to 6 per cent of 
the payroll, and it has been shown in 
numerous instances that a good medical 
program will reduce this percentage by 
at least one-fourth, and in some cases 
one-half, If the total payroll of our 
mythical company is $40,000,000, and a 
reduction of only one-fourth is achieved, 
the annual saving is $200,000. It might 
be argued that only salaried workers are 
paid when they are absent from work, 
but the fact is that absence of hourly 
workers is paid for in some fashion, 
whether by compensation or sick bene- 
fits or by the indirect losses caused by 
idle machines and decreased production. 


Savings Realized From Decrease 
In Labor Turn-over 


Labor turn-over is another area in 
which definite and measurable savings 
can be obtained through a medical pro- 
gram. The actual cost of replacing a 
man is now somewhere near $100. The 
National Association of Manufacturers’ 
survey of more than 2000 companies re- 
vealed that about 90 per cent of the 
companies reported reductions in labor 
turn-over because of their health pro- 
grams, The average reduction was 27.3 
per cent. In a plant employing 10,000 
and having a labor turn-over of 20 per 
cent, the savings would be approxi- 
mately $55,000 each year. The savings 
in compensation costs, or premiums, 
which result from better placement, good 
and prompt treatment, and prevention 
of illness and injury are also measurable 
and can be entered to the credit side of 
our ledger account, Increased morale, 
good will, and the other less tangible 
benefits, we can only guess at. There is 
one additional benefit which can be ap- 
proximated, however, and that is the 
protection of the company’s investment 
in its human resources, To return to the 
example of this company of 10,000 em- 
ployees, with the normal percentage of 
skilled workers and executives, there is 
represented an investment which is 
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comparal:le to the investment in physi- 
cal assets. Let us assume the average in- 
yestment in all employees is only $3,000. 
The total. therefore, is $30,000,000 and 
a 14 of | per cent return on this invest- 
ment is $150,000—equal to the total 
cost of the medical The 
achievement of this return is to be ex- 
pected through improved production 
per employee, as well as through in- 
creasing the total productive life span of 
many individual employees. 

A certain apprehensiveness on the 
part of industry is still another deterrent 
to establishing a medical department or 
to expanding a partial program into a 


program. 


complete and comprehensive one. Some 
managements fear that starting a pro- 
gram of physical examinations or of in- 
dustrial hygiene activities will result in 
a flood of occupational disease claims. 
Sometimes this apprehension exists on 
the part of labor, for they fear that phy- 
sical examinations will result in dis- 
charge of some employees or refusal of 
employment to applicants. To be sure, 
there is a basis for these fears on both 
sides as the result of some unfortunate 
practices in the past. Today, however, it 
is a backward looking company indeed 
which utilizes the physical examination 
as a means either of discharging an em- 
ployee or refusing emplcyment to an 
applicant undesirable for reasons other 
than health. On the other side, a reluc- 
tant management can be assured that 
claims for occupational diseases are not 
to be avoided by failure to maintain an 
adequate diagnostic service or industrial 
hygiene activity, because the workers 
and their unions are well informed of 
the potential hazards of any job. They 
do not wait to be told by the company 
medical department that their health is 
being adversely affected, Instead of do- 
ing nothing and hoping for the best, it 
would be a more prudent course for the 
company to provide a good health serv- 
ice and so prevent adverse affects on 
health, 


Medical Programs Are Difficult for 
Smaller Plants 


A fifth obstacle to a wider adaptation 
of medicine to industry is the tremend- 
ous, and as yet unsolved, problem of 
providing industrial medical care for 
the employees of small plants. The mag- 
nitude of this problem is immediately 
apparent when we realize that 98 per 
cent of all industries are small indus- 
tries, that is, they have fewer than 500 
employees. It is even more striking when 
one recalls that over two-thirds of all 


workers are employed in such plants. 
No doubt a few of these small plants are 
part of larger organizations which have 
medical programs; but of the others, 
less than 1 per cent have a full-time 
physician and only 6 per cent have a 
part-time physician. Over half do not 
have a physician even on an “on call” 
basis, and this type of service is now 
recognized by almost everyone to be in- 
adequate. Among the impediments, real 
or imagined, in the extension of medical 
service to the employees of these small 
plants, are such things as the belief of 
management that they do not need a 
medical program because they pay the 
premium on their compensation insur- 
ance policy and their responsibility ends 
there. Some of them believe that they 
can get any advice they need from their 
insurance carrier. Wide geographical 
separation of plants makes it difficult for 
several small industries to set up a com- 
bined or cooperative program, and a 
certain amount of competition between 
the plants enhances this difficulty, Some- 
times the objections of medical societies 
or individual doctors will prevent a phy- 
sician from accepting such an appoint- 
ment, 


Several Working Plans Are 
Now In Use 


Nevertheless, at least a half dozen 
successful plans bear witness to the fact 
that medical service can be provided in 
the smaller plants and moreover they 
have demonstrated the value of the serv- 
ice to these industries. In one such plan 
a physician operates the health service 
as his full-time occupation, obtaining 
several small plants as clients. He con- 
tracts to spend a fixed amount of time 
in each plant and provides each with the 
basic medical services, such as preplace- 
ment examinations, periodic examina- 
tions, plant inspections, health counsel- 
ing, treatment of injuries, and analysis 
of records. In a second type of plan, sev- 
eral industries cooperate to employ a 
physician to render these same services 
for them on a pro-rata basis, They may 
each establish an intra-mural dispensary, 
or, if they are close to each other, they 
may have a common, centrally-located 
clinic. 

A third, and slightly different, plan is 
contemplated in Pittsburgh, Pennsyl- 
vania, where the Department of Occupa- 
tional Health in the Graduate School of 
Public Health of the University of Pitts- 
burgh has interested the Smaller Manu- 
facturers’ Council in the problem. The 
plan is to have the Smaller Manufac- 


turers’ Council select an area in which 
a cooperative clinic could function to 
the advantage of several small plants. 
This clinic would be under the super- 
vision of the Department, and its fa- 
cilities would be used for the in-plant 
training of postgraduate students in oc- 
cupational medicine, 


Union Operates Its Own 
Health Center 


Still another answer to this question 
has already been found by a number of 
unions, notably the International Ladies’ 
Garment Workers’ Union, which has 
operated a health center for its members 
for many years. Practically all the mem- 
bers of this union work in very small 
plants. Variations of this plan have 
more recently been initiated by the Rest- 
aurant Workers’ Union and partial plans 
are operated by the United Mine 
Workers and the American Federation 
of Machinists. There is a real lesson in 
this for industry, because it should be 
obvious that if health service is not pro- 
vided by industry, it will be initiated 
by the unions, and industry will pay for 
it in the long run. There is perhaps no 
ideal plan for the small plants because 
of the various factors which modify each 
local problem, It is much more difficult 
to solve than the similar problem for 
the larger companies. 

We have by this time had sufficient 
experience to know that a reasonably 
adequate medical program for the large 
industries should include certain basic 
activities, 

Fundamental to the whole medical 
program, for instance, is the physical 
examination. It varies according to the 
particular objective which is to be ac- 
complished and is designated by a term 
descriptive of its purpose, There is the 
preplacement examination, formerly 
called the preemployment examination ; 
the periodic examination, done at inter- 
vals as the name implies; the transfer 
examination; and in some cases, the 
termination or severance examination. 
The old term preemployment examina- 
tion was unsatisfactory because it sug- 
gested that the purpose was to exclude 
any applicant who was not physically 
perfect. Unfortunately, this was the case 
in many instances, yet the examination 
was actually a search for certain reject- 
able defects. It is now generally recog- 
nized that a more desirable procedure 
is to examine the individual for his 
capabilities rather than his disabilities 
and to place him on a job for which he 
is best suited mentally and physically. 
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The ideal has not yet been reached in 
this respect, because it is still necessary 
for the employer to protect himself 
against claims for compensation for dis- 
abilities which existed prior to employ- 
ment, 

It would be the height of superfluity 
to state that many thousands of dollars 
have been paid in compensation for pre- 
existing hernias, back conditions, and so 
forth, The sometimes fantastic decisions 
allowing compensation on the theory of 
aggravation of heart disease, diabetes, 
visual disturbances, and other long- 
standing disabilities have made this 
situation more difficult, Nevertheless, 
much progress has been made and our 
examinations today are more nearly pre- 
placement examinations than they were 
even a few years ago. The second-injury 
funds have helped to some extent and 
the fact that a complete record of pre- 
existing conditions is made at the time 
of examination is also helpful. The abso- 
lute necessity for such records renders 
it imperative that the physical examina- 
tion be complete and that the history be 
very detailed, both as to past medical 
conditions and as to previous occupa- 
tions, With this point of view, one can 
see why the examining doctor should 
know the exposures inherent in every 
job, and, particularly, the physical de- 
mands of the job which he is examining 
the applicant. 

Periodic examinations include the 
regular, usually yearly, health audits of 
executives, supervisors, or other em- 
ployees, as well as those examinations 
done at more frequent intervals on 
workers who have possible exposure to 
toxic substances. 


Examination Recommended When 
Job is Changed 


Examination when transfer from one 
job to another is contemplated is a 
highly desirable procedure. With care- 
ful placement, workers may be accepted 
for one job even though they may be 
unfit for others, Similarly, the individual 
who showed no abnormalities when ex- 
amined prior to employment several 
years ago may, as the result of aging, 
illness, or injury since employment, 
have acquired some physical defects. 
The wisdom of reevaluation by the medi- 
cal department in the light of the de- 
mands of the new job is obvious, 

Another type of examination often 
performed by the medical department is 
that done when the employee returns to 
work after illness or injury. Care should 
be taken to determine if the worker has 
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recovered sufficiently to meet the de- 
mands of his own job, and to make sure 
that he will not endanger his fellow 
workers. 

Examinations upon termination of 
employment, sometimes called severance 
examinations, are often included in the 
examination program. They constitute a 
service to the worker and serve to re- 
assure him that his health has not been 
impaired as the result of his employ- 
ment. Frequently they prove to be of 
tremendous value to the employer when 
a claim is filed at some future time. 


Some Other Activities of 
Industrial Medicine 


Important as it is, the examination is 
only one of the many activities of the 
medical department in industry. Medical 
and surgical emergencies require that 
there be provision for prompt and ade- 
quate treatment. Referral of cases to 
specialists, when necessary, is of the ut- 
most importance in protecting the in- 
terests of the company, as well as in 
reducing the suffering and hastening the 
recovery of the injured. No medical 
service is complete without ample atten- 
tion to rehabilitation after illness or in- 
jury. Many total-permanent disabilities 
have been so adjudicated in the past be- 
cause insufficient measures were taken to 
rehabilitate them and return them to 
work. We should not depend upon the 
surgeon or the hospital to carry rehabili- 
tation to completion. The industrial 
medical department should be equipped 
to give the patient, upon his return from 
the hospital, active rehabilitative ther- 
apy, including an early return to some 
type of work, because this, after all, is 
the best rehabilitative measure. Such a 
program can be paid for, undoubtedly, 
out of the savings in compensation costs. 

Industrial hygiene, or environmental 
control, activities constitute another 
phase of the work of the medical depart- 
ment. Reference has been made several 
times to the need for the doctor to know 
the various jobs. In order to do this, he 
must make frequent trips through the 
plant so that he may observe the de- 
mands of each job and any inherent 
environmental hazards. 

Health counseling and_ educational 
programs constitute an important and 
continuing portion of the business of 
the medical department, Group counsel- 
ing can be employed in such subjects as 
nutrition, diet, or personal hygiene. 
More often it is personal individual in- 
struction, usually at the time the em- 
ployee visits the medical department for 
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treatment or examination. Various other 
media such as posters, magazine articles 
or films have been used. However, the | 
need for education is not confined to the | 
employees. Frequently the physician 
finds it necessary to educate manage. 
ment, 
Psychiatric 


I 
counseling, personality 
evaluation, and special health conserva. 
tion programs, such as diabetes detec- 
tion, chest x-ray programs, and vision 
tests, are some of the other projects of 
the medical department. Keeping rec. 
ords, not only for the purpose of defend- 
ing compensation claims, but for ana- 





lysis, to discover the cause and location 
of accidents, or the epidemiology of cer. 
tain occupational diseases, constitutes 
an additional important activity. 

It is obvious from the mere recital of 
these activities that the medical depart. 
ment has a close association with all the 
other departments of the company. Pos- 
sibly its closest association is with the 
personnel, safety, and compensation de- 
partments, It needs the cooperation of 
every other segment if it is to do a good 
job, and if it does a good job it can be 
of tremendous help to all of them. It 
has been stated that 80 per cent of acci- 
dents are due to human failures. How 
important it is, then, to the safety pro- 
gram and to the compensation depart- 
ment, that the medical department is in 
a position to detect failing vision, failing 
hearing, or a high blood pressure 
which could result in dizzy spells or a 
cerebral hemorrhage. 


Sound Medical Programs To Be 
Part of Industry's Future 


While industrial medicine has made 
tremendous progress in recent years, we 
must acknowledge that medical pro- 
grams in industry have not, up to now, 
realized their fullest potential. Many 
companies, particularly the smaller 
pants, do not have a medical program 
at all. In others, although there is a 
medical program, it is regarded more or 
less as a philanthropy of management, 
or at least as an operating expense to be 
kept as close as possible to the irreduci- 
ble minimum. Nevertheless, certainly the 
future will bring a recognition by indus- 
try that the company medical depatt- 
ment is a constructive, productive, and 
positive part of industrial organization. 
It will be properly seen as a member of 
the production team and its accom- 
plishments in maintaining the human re- 
sources of the company will be recog- 
nized to be good business just as is the 
maintenance of costly equipment. END 


—— 
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An Important Management Help: A Planned 


Program for Personnel Quality Control 


by Thomas J. Wright 


Any management man knows how difficult it is to control the quality of a company’s product. Far more difficult is 
the slippery subject of personnel quality control. Here is an article by an author whose career has been given to 
this important area. He tells how a personnel quality control program can be set up, what it should cover, how to 
make it function, what departments within a company should handle various parts, and explains how such an over- 
all program can be developed for a company so that in time it creates a staff of competent, dependable employees. 


HE control of quality is a most im- 
— factor in the manufacture 
of material products; so is quality con- 
trol important with respect to the human 
beings who are engaged in the various 
activities involved in the manufacturing 
process and in the related processes of 
design, inspection, sales, and so forth. 
The effectiveness of the techniques de- 
veloped for controlling the quality of 
the products can be minimized or in- 
creased to a considerable extent depend- 
ing upon the program which has been 
developed for personnel quality control. 

The objective of this article, is to in- 
dicate how a program for personnel 
quality control functions, and how the 
techniques developed for the control of 
product quality may be applied to the 
personnel field. The steps to be covered 
involve the following items: job specifi- 
cation, screening techniques, induction 
to company, training on the job, job 
performance review, and organization 
to accomplish the foregoing. 

The examples and forms included in 
this paper are drawn for the most part 
from a large and progressive carpet 
manufacturing company, This company, 
employing some 10,000 production and 


maintenance, technical, sales, clerical 


and sales personnel has made consider- 
able progress during recent years in the 
development and application of person- 
nel quality control. 

The Job Specification serves the same 
purpose with respect to the contro! of 
the the quality of personnel that the 
Material Specification serves insofar as 
material quality control is concerned. 
That is, it specifies the duties to be per- 
formed under specified working condi- 
tions by the incumbent of a specific job 
along with the related responsibilities 
and lists the characteristics such as 
previous formal education, specialized 
skills, one-the-job training, job test 
scores, and so forth, which the incum- 
bent must measure up to in order to 
perform the job satisfactorily. 

The Personnel Requisition serves the 
same purpose with respect to the recruit- 
ing of the proper personnel for a job 
that the Purchase Order serves when 
material supplies are involved. Often a 
copy of the Job Specification is attached 
or, if not, a digest of the information 
contained thereon is used, In addition, 
the number of persons required, the date 
required, location of work, and starting 
rate are included plus provision for the 
necessary approvals which must be ob- 


tained before recruiting starts. Copies 
of the Personnel Requisition usually are 
sent to the Payroll, Personnel and 
Requisitioning departments after the se- 
lection has been made. 

Just as all material shipped into a 
well-managed plant is inspected before 
being accepted, so must new personnel 
be subjected to a similar procedure. 
This personnel acceptance inspection 
usually consists of the following parts: 
interview, tests, medical examination 
and references. 


Screening, Interviewing and 
Other Testing Techniques 


The job applicant usually is requested 
to fill out an Application for Employ- 
ment, thereby furnishing information re- 
garding formal education, special train- 
ing, work experience, age, marital status, 
etc., on the basis of which the initial 
screening may be made to determine 
whether he meets the job specification 
requirements sufficiently to warrant an 
interview, If the job is of a technical or 
artistic nature, the applicant is often 
required to furnish samples of his work 
when filing his application. This is 
similar to the manufacturer who is re- 
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quired to furnish samples of his product 
when he is trying to obtain an order 
either for the first time or for a large 
quantity from a purchaser. 

If a review of the application by the 
interviewer indicates that the applicant 
apparently possesses the necessary job 
qualifications, he is given an interview, 
during which any required personnel 
tests are given, During the interview an 
attempt is made to analyze the appli- 
cant’s personal traits, appearance, ambi- 
tions, etc., to determine whether he will 
“fit” into the company’s working organi- 
zation, assuming that he has the other 
necessary qualifications, 

In addition to the pre-employment 
tests the applicant is usually required to 
serve a probationary period of from one 
week to several months, depending on 
the nature of the job, during which time 
he works under close observation to de- 
termine whether he can perform the re- 
quired duties. 

In order to check on the accuracy of 
the job applicant’s statements regarding 
his previous education and experience, 
reference letters are sent by the employer 
to the applicant's previous employers 
and heads of schools which he attended. 
The replies to these letters, particularly 
from the previous employers, often con- 
tains little other than recorded informa- 
tion regarding length of employment 
and job classification. Of course, if the 
applicant’s record was a very good one 
and his former employer is desirous of 
helping him make a change, the reply 
may contain favorable comments. 

An important step in the control of 
the quality of personnel which most of 
the larger employers are utilizing is the 
pre-employment and periodic medical 
examination. The former is _ usually 
given at the conclusion of the employ- 
ment interview and personnel testing 
procedure. 


Physically Handicapped Often 
Do Better Job 


While there are a number of diseases 
which immediately disqualify a person 
for employment, this is not true with 
respect to physical handicaps such as 
the loss of a leg, an eye, defective hear- 
ing, etc. There are many jobs on which 
a handicapped person can often perform 
better than one who has all of his facul- 
ties. It is the duty of the medical depart- 
ment to fit the person to the job from a 
physical standpoint while at the same 
time using discretion in providing for 
future replacements in the better jobs by 
selecting a high percentage of fully- 
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qualified (physically) employees. 

The practice of giving periodic physi- 
cal examinations to detect any incipient 
diseases is becoming more popular, par- 
ticularly in companies which are large 
enough to support a full-time medical 
staff with modern diagnostic equipment. 

It has been found from experience 
that the quality of a company’s person- 
nel is improved if, before the new em- 
ployee is actually assigned to a specific 
job, he is given an opportunity of 
orienting himself by learning something 
about the company’s general personnel 
and other policies, its products, organi- 
zation and manufacturing and distribut- 
ing facilities. This indoctrination is 
usually a responsibility of the Personnel 
Department’s Training Division and is 
accomplished by the distribution of 
pamphlets and handbooks, talks by se- 
lected management personnel and visits 
to company plants and showrooms 
whenever feasible. 

The induction program, in addition 
to giving the new employee a bird’s-eye 
view of the company of which he is be- 
coming a part also provides an oppor- 
tunity of providing him with first-hand 
information and answers to questions 
instead of waiting until he is faced with 
a situation requiring an answer which 
may be given him by someone who is 
not qualified to give him the correct in- 
formation. 


Various Methods of Training 
While On The Job 


Years ago, before industrial training 
programs reached their present stature, 
the employee was assigned to a job, 
given a few brief instructions by the 
foreman and then was left to shift for 
himself, When he encountered a prob- 
lem which made it impossible for him to 
proceed, he asked his foreman for assist- 
ance, or, if the foreman was not avail- 
able—as was often the case—turned to 
a fellow-worker for aid. While in either 
case there was a considerable loss of 
time involved, the latter practice was 
particularly bad since the new employee 
picked up many of the poor work habits 
which the older employee had developed 
over the years. 

Today most progressive companies 
provide for a training period ranging 
from a day to several weeks in length, 
depending upon the job difficulty, dur- 
ing which the new employee receives in- 
struction in the proper method of doing 
the job from either an experienced 
operator-trainer or a fulltime trainer. 
The former is to be preferred when the 


ADVANCED MANAGEMENT 


number of new employees fluctuates be. 
cause the trainer when not training js q 
regular operator, thus keeping the over. 
head cost down, This on-the-job training 
is particularly important when the em. 
ployee is working under an incentive 
plan or operating an expensive piece of 
machinery where standard production 
must be reached within a short period 
in order to bring the employee’s ear. 
ings up to par and keep the overhead 
cost per unit within proper limits, 

From a quality-control standpoint, the 
learning of correct work habits and the 
proper steps to take in performing the 
job, as well as how to avoid the making 
of scrap, is a most important factor in 
so far as personnel is concerned. This 
training must be repeated in many cases 
when a periodical review indicates that 
the employee has deviated from the pro. 
cedures which he was taught to follow 
originally, 


Individual Performance is 
Evaluated Regularly 


The principles of quality control are 
followed with respect to personnel in the 
technique of job performance review 
more so than in any of the other techni- 
ques covered by this paper with the pos- 
sible exception of employee testing. Just 
as samples of the manufactured products 
are inspected by means of gauges or 
other measuring instruments, at inter- 
vals to determine whether the process is 
holding its own with respect to the spe- 
cified quality limits, so is the perform. 
ance of the individuals who are engaged 
in the various operations evaluated at 
regular intervals for similar reasons. 
This review of personnel job perform- 
ance is commonly referred to as merit 
rating, merit review, performance re- 
view, and so forth. While in many re- 
spects, as with other phases of quality 
control, this technique is still in its in- 
fancy, it is found today in most of the 
progressive companies. 

Job performance review, as this tech- 
nique will be referred to in this article, 
serves the following three major pur- 
poses: (1) To provide an indication of 
merited salary increases; (2) To in- 
dicate in what areas additional training 
is required; and (3) To indicate which 
employees are promotional prospects. 

While the principle applies to jobs in 
all levels of the organization, in practice 
the incumbents of “white collar” jobs 
have their performance reviewed in 
more companies than do those of man- 
ual or “blue collar” jobs, This is prob- 
ably due to a considerable extent to the 
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fact that manual workers are usually 
paid on a piece rate basis or on a single 
day-rate basis as compared with the 
salary ranges (from minimum to maxi- 
mum ) which exist for “white collar 
jobs.” In addition, the fact that today a 
large proportion of the manual workers 
in large manufacturing and service com- 
panies are unionized has tended to limit 
the application of the job performance 
review technique in so far as this type 
of employee is concerned, with the re- 
sult that seniority has replaced ability 
as the principal criterion of promotabil- 
ity in many companies. 


Immediate Superior Is Best 
Person to Review Employee's Job 


An employee’s job performance is 
usually reviewed by his immediate su- 
pervisor, Who is the person best quali- 
fied to do this. This review is usually 
checked by the person to whom the 
supervisor reports in order to obtain at 
least two separate points of view, This 
practice may be compared to the chek- 
ing of the inspectors’ work by the check 
inspector in so far as manufactured 
products are concerned. 

Just as the inspectors in the plant are 
furnished with gauges and measuring 
instruments to check the quality of the 
manufactured product, the job perform- 
ance reviewers, or raters as they are 
often referred to, are furnished with 
rating forms to assist them in determin- 
ing to what extent the employees under 
their direction are fulfilling the require- 
ments of their jobs. It should be borne 
in mind that such forms should be 
tailor-made for the particular company, 
or even subdivision of a company, in 
which they are to be used, Otherwise, 
the situation of trying to fit the round 
peg into the square hole arises and the 
technique of merit is blamed for the 
poor results instead of the unskilled 
technicians. 

The training of the raters is a must if 
valid judgments of employees’ perform- 
ance are to obtained. This training must 
be done at the time the rater is first in- 
troduced to the technique and periodi- 
cally thereafter, preferably immediately 
preceding or following the time at which 
the ratings are made. Regardless of how 
good the rating form is, it is the raters 
who in the last analysis make or break 
the performance review program. 

Insofar as the timing of ratings is 
concerned, there is no hard and fast 
policy which applies under all circum- 
stances, For example, it is often found 
desirable to rate all of the members of a 


large clerical group at the same time in 
order to take advantage of the oppor- 
tunity for comparing the ratings of per- 
sonnel performing the same jobs, that 
is, typists, billers, telephone operators, 
thus afforded. On the other hand, it is 
usually found more desirable to rate the 
performance of executive personnel on 
the anniversary date of their employ- 
ment in their present positions in view 
of the fact that it is very difficult to com- 
pare their jobs with each other. 

With respect to the scoring of person- 
nel performance reviews, the same dif- 
ferences of opinion exist among the “ex- 
perts” with respect to numerical versus 
nonnumerical or profile scoring as exists 
in the related technique of job evalua- 
tion. Suffice to say that, as Dr. Juan 
points out under Systems of Rating 
Quality of Product in his book Man- 
agement of Inspection and Quality Con- 
trol, committees will often spend long 
hours debating such points whereas this 
item is only a minor one of the many 
decisions which must be made in any 
quality rating plan. It has been the 
writer’s experience in working with both 
types of systems in personnel rating that 
when a numerical scoring system is 
used, there is a tendency for the raters 
and ratees to concentrate on the overall 
numerical “score” and to neglect the in- 
dividual factors score which indicates 
the ratee’s strength and weakness—this 
is particularly true where the ratee’s 
salary depends upon the result of the 
performance review, 

Just as it is important that when in- 
spectors find a defective product being 
manufactured they call it to the atten- 
tion of the operators, so should the rater 
discuss the ratings of his employees with 
them as soon as they have been returned 
to him by the reviewer. This discussion 
of the ratings between the rater and 
ratee is one of the most important, if 
not the most important, phases of the 
performance review program and _ is 
probably the one which is often handled 
most ineffectually, principally, perhaps, 
because of the difficulty of checking it. 
As a matter of fact, many companies 
which have performance review plans 
in effect make no provision for the dis- 
cussion of the ratings with the individ- 
ual rated. 


How the Employees’ Rating Reviews 
Should Be Analyzed; By Whom 


After the rating forms have been re- 
turned to a central source, usually the 
Personnel Department, when the reviews 
with the employees rated have been 


completed, the results of the ratings are 
analyzed, for several reasons. In the first 
place, a chart of overall ratings is pre- 
pared to show the relationship between 
the ratings of employees on similar or 
related jobs. The degree of agreement 
between the actual distribution of the 
rating results and the well-known “bell” 
curve of normal distribution is a meas- 
ure of the validity of the rating scales or 
forms. In most cases in actual practice, 
perfect agreement is not found because 
of distortions of the samples due to em- 
ployment screening, training, smallness 
of groups, etc. 

Similar charts of each rater’s results 
are often prepared where the number of 
employees involved is sufficiently great 
in order to determine whether there is a 
reasonable amount of distinction among 
the employees’ performance indicated. 
A definite slew to the right usually in- 
dicates a high rater while one to the 
left indicates the opposite, in either of 
which case further training of the rater 
is indicated. 


Charts Used in Analysis of 
Performance Factors 


In addition to charts of the over-all 
ratings, similar charts are usually pre- 
pared for the ratings on each separate 
performance factor, such as Accuracy, 
Cooperation, Job Knowledge, etc., in 
order to determine whether they are 
furnishing significant results. Such an 
analysis of factors provided significant 
data when a performance review form 
for supervisory jobs was developed. In 
this case, an analysis of the rating re- 
sults (numerical scores from weighted 
factors) obtained in two ratings of sev- 
eral hundred supervisors showed that a 
60-factor form could be reduced to eight 
factors and eight questions without re- 
ducing the effectiveness of the rating, 
by eliminating insignificant factors and 
combining others which differed to a 
very slight extent. 

Whereas a_ centralized group of 
trained quality control technicians are 
needed to develop, coordinate, and ana- 
lyze results of material quality control 
programs, a similar group of personnel 
technicians perform the same function 
in the field of personnel administration. 
In the latter case, however, the coopera- 
tion of the line organization is probably 
even more important in order to assure 
the success of the program than it is in 
the former. 

While practically every person in the 
Personnel Department in a position of 
any importance has some responsibility 
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for personnel quality control, the actual 
development and administration of the 
techniques described in the foregoing 
sections of this paper are usually the 
responsibility of the following groups: 
Employment, Medical, Training, and 
Wage and Salary. 

Obviously, the screening techniques 
are carried out by the employment 
group along with induction whereas the 
Medical group handles medical exami- 
nations and the Training group handles 
training. Because of the fact that the 
results of a job performance review are 
usually used as a criterion in connection 
with the granting of wage increases, the 
responsibility for the administration of 
these reviews is often included in the 
Wage and Salary group. However, be- 
cause of the close relationship between 
this technique and those of testing, 
training, placement, etc., the groups 
handling these functions review the re- 
sults of the reviews and collaborate in 
any changes that are made. 

The foregoing sections of this article 
dealt primarily with a comparison be- 
tween quality control with respect to 
manufactured products and with respect 
to personnel and with the techniques 
used for achieving the latter, It is evi- 
dent, therefore, that quality control prin- 
ciples are applicable in many fields, 

One important factor which should be 


kept uppermost in mind by those en- | 


gaged in any phase of personnel quality 
control or by those contemplating the 
initiating of any of the techniques in- 
volved is that they are dealing with 
human beings rather than with ma- 
chines or other inanimate objects. Hu- 
man nature being what it is, there are 
no two persons exactly alike and their 
differences must be recognized much 
more so than minor differences in ma- 
terial things. Just as quality-mindedness 
must be instilled in the minds of all em- 
ployees of a company, regardless of po- 
sition, so must human-relations-minded- 
ness be similarly instilled. 

Much of the responsibility for de- 
veloping this attitude insofar as person- 
nel quality control is concerned, rests 
with the company’s Personnel Depart- 
ment since it is in a position to exert the 
greatest single influence on the com- 
pany’ personnel in this respect. If a 
company whose top management is 
really human-relations minded develops 
a competent staff of personnel tech- 
nicians and gives them the necessary au- 
thority commensurable with their re- 
sponsibility, results in the form of im- 
proved quality of personnel should be 
evident in a relatively short time. END 
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The Modern Business Republic: Eleven Principles 


Are Emerging As A Business Bill of Rights 


by Jervis J. Babb 


Gone is the feudal concept that first dominated the business world, this author says. Today’s business is actually 
run by its employees. A business cannot survive, the author shrewdly points out, if the majority of its employees 
differ with its fundamental policies and practices. This fact is the product of a quiet revolution in which feudalism 


gave way to a form of business republic. Out of the change some basic ideas are coming clear 





eleven of them, the 


factors that are inevitably shaping the business organization and the management ideas of today and tomorrow. 


VEN the most casual observation of 

human behavior shows that there 
is a basic urge in all of use to attain a 
measure of happiness. This is true 
whether man spends his few fleeting mo- 
ments on earth as a beachcomber, a phi- 
losopher, an artist, a farmer, a civil 
servant, or a citizen of the business com- 
munity. 

And yet one of the strongest forces at 
work today is the attempt to divide man 
against himself, to breed discontent, dis- 
trust and disunity into class antagonism. 
The symptoms of these divisive move- 
ments are frequently social, racial, re- 
ligious and political in character, But 
the basic driving wedge between peoples 
is economic. 

The development of our modern in- 
dustrial society is familiar to all of you. 
Today we are only too aware of the 
faults the industrial revolution brought 
with it; the booms and depressions, with 
their great waves of unemployment; the 
inability of men to protect themselves 
and their families against the disappear- 
ance of income when confronted with 
illness, death, old age; or just the sign 
at the factory gate “No work today”; 
and the loss of personal pride when the 
man was separated from the product 


being made and even the man he worked 
for. 

People everywhere want to improve 
the circumstances under which they live. 
All over this world they want better 
food, clothing and shelter; more protec- 
tion against the hazards of unemploy- 
ment and old age; proper care should 
they become sick; security for their 
family should they die; wider oppor- 
tunities for education, and for growth 
and development; freedom to do the 
right things in life; and an improved 
chance to obtain comfort of both mind 
and body. 

In those countries which live in lib- 
erty, these aims and aspirations not only 
are highly developed and vocal, but the 
people have it in their power to do 
something about satisfying them—and 
they intend to do it. 


Politicians Have Taken 
The Initiative 


In our own country we have witnessed 
a determined effort during the last two 
decades to realize these aims by political 
action—to write into the law the social 
reforms which the people as a whole are 
striving for. The fact that people turned 


to politics to satisfy aspirations which 
are largely economic in nature shows 
that the need is strong, and that it has 
not fully been met by business, 

Unfortunately an impression has been 
built up over the years that many busi- 
nessmen are sefishly opposed or indif- 
ferent to social gains, with the result 
that the politician has been given a 
wide open opportunity to step in as the 
champion of the people’s cause. In this 
role he has enjoyed the support of many 
in the fields of education, religion and 
social science who recognize the peo- 
ple’s wants, and believe any action 
which aims at satisfy them is good and 
justifiable. 

The businessman, unlike the _poli- 
tician, is naturally cautious about prom- 
ising more than he can deliver, but he 
certainly is no opponent of social 
progress, 

A few leaders in business have boldly 
planned their operations with the satis- 
faction of human aspirations as the 
major goal, The fact that there have not 
been enough of them to offset the ma- 
neuvers of the politician has not re- 
sulted, in my opinion, from any lack of 
fundamental desire to help people. If 
this were so, where would all the educa- 
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tional institutions, the hospitals, and 
the great charity drives have obtained 
their funds. Rather I thing it stems from 
our having thought too little about the 
causes and effects of human motivation. 

It seems to me that the main reason 
we haven’t is that most of us have not 
yet understood the economics of happi- 
ness. To be sure, we all know that a 
happy man or woman will do more 
work than an unhappy person. But 
somehow or other, we have difficulty 
relating that fact to our profits. Rather 
we tend to think of the things we do to 
improve the lot of our people as ex- 
penses with little return, Perhaps be- 
cause we do, we get less than adequate 
return from the expenditure. We tend 
to call such things “fringe benefits,” and 
thereby relegate them to the unimpor- 
tant. 


Understanding of Economic 
Happiness Is Improving 


Fortunately, our understanding of the 
economics of happiness is improving, 
and not just from union or political 
pressures, either. It stems from another 
phenomenon of the 20th Century which 
I choose to call the “Business Revolu- 
tion.” 

Business has been passing from indi- 
vidual ownership to diffused ownership, 
aggregations of more or less anonymous 
capital provided by thousands of in- 
dividuals. 

The day of the rugged individualist is 
gone, The old time captain of industry 
who built and managed his enterprise 
almost single-handed and who watched 
over those he employed with paternalis- 
tic care, according to his lights, and 
brooked no interference in the process 
is an anachronism today. He is ex- 
tremely rare and dying out at a fast rate. 

The management of business has left 
the hands of its owners and come into 
the hands of the professional manager, 
an employee himself. 

Perhaps the strangest thing about the 
professional manager as we know him 
today is that he is not working primar- 
ily to get rich. Not only do the tax laws 
prevent it, but even if they didn’t, he 
would probably find it embarrassing by 
today’s social standards. He is primarily 
driven by three things. The most obvi- 
ous, of course, is the desire to do a good 
job, and be recognized for it. Second, 
and more important, is the desire to be 
helpful to others. This is in his blood. 
As you all well know, few men rise 
through the ranks of modern business 
organizations unless they are unusually 
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adept at helping the men they work for, 
the men alongside them, and the men 
who work for them. 

The third driving force is simply self- 
preservation. Unless he can provide a 
reasonable return on their investment to 
the stockholders, unless he can provide 
the consumer better products at lower 
prices, and unless he can enable em- 
ployees to improve their lot, he will not 
long remain a manager. 

It is not enough for him to be an 
umpire and adjudicate fairly the right 
of these three groups. The only way he 
can satisfy the demands of all three for 
bigger pieces of pie is to make sure the 
pie keeps getting bigger. Herein lies the 
real strength of our defense against So- 
cialism. 

With these changes from individual to 
diffused ownership and owner manage- 
ment to professional management has 
come a startling revolution in the eco- 
nomic, social and political character of 
the business corporation. No longer is 
its main purpose to protect the stock- 
holders from losing more than their in- 
vested capital. In fact, business enter- 
prise is not being run today for the sole 
benefit of the owners. 

The modern business corporation has 
become a cooperative way of life for 
large numbers of people. In effect what 
has happened is that many individuals 
with varying amounts of available capi- 
tal and many others with varying skills 
and experience and energy have pooled 
their resources and abilities in a joint 
enterprise, in the belief that they will 
get out of their combined efforts more 
than anyone could get from his own. 

The modern business organization is 
a way of life. It is the source from which 
three out of four people in this country 
must draw a livelihood for themselves 
and their families, and to which they 
must look for not only the economic but 
even much of the mental and social satis- 
factions they need to give their lives 
fullness and meaning. 


Idea of Business Republic Stems 
From Five Practical Reasons 


Perhaps the most drastic change that 
the business revolution is causing in our 
business society is in the form and spirit 
of its government. In typically American 
fashion, the old fashioned dictatorship 
or feudal concept of governing the busi- 
ness part of people’s lives has been 
largely replaced by the new “Business 
Republic.” 

Now you may say that the govern- 
ment of a business enterprise is not 
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really a republic because those who 
make its laws and administer them are 
not elected directly by its citizens, mean- 
ing its stockholders and its employees, 
Technically you are correct, since the 
voting franchise is limited to the stock. 
holders. But from a practical operating 
viewpoint, a business enterprise is run 
by a republican form of government be. 
cause : 

1) The right to govern is seldom 
any longer hereditary. 

2) Even though the stockholders elect 
the directors, and the directors the off- 
cers, management governs only through 
the consent of all the governed, includ. 
ing the employees who are not stock- 
holders. Perhaps this is easiest to visual- 
ize when one thinks about negotiating 
with a union. But no management can 
long endure in these days if any sub- 
stantial group of employees is opposed 
to its policies and methods. 

3) Management is usually chosen from 
the ranks of employees, and is usually 
able to achieve that position only with 
the help, and yes, consent of other em- 
ployees. No one can kill advancement 
in business easier or faster than one’s 
associates. 

4) More and more employees are en- 
larging their stake in business, both di- 
rectly through purchase of securities, and 
indirectly through their beneficial inter- 
est in pension and profit sharing funds. 

5) Employees have certain basic 
rights given to them by the constitution 
of the United States, by law, by nego- 
tiated agreement with management, and 
to some extent, freely given by company 
policy. 


f 


Belief in Individual is 
Basic American Creed 


If there is any one thing that sets the 
republics of the free world apart from 
the dictatorships, it is their belief in the 
inalienable rights of the individual. I 
will not deny that natural resources de- 
veloped by spiritually hungry people 
who dared to venture from the security 
of their homelands to the risky frontiers 
of a new country had a lot to do with 
the development of America. That we 
have had within our country the great- 
est release of human ingenuity and en- 
ergy in the world’s history, however, 
was only possible because Americans 
knew what their rights were, generally 
agreed on them, felt secure in them, and 
worked together to uphold them. They 
were clearly set forth in the Constitution 
of the United States of America. 

Of all the changes that are being 
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wrought in our economic society by the 
busine-s revolution, the most promising 
from the standpoint of both future pro- 


fits and future happiness of the people 
is the growing awareness that individ- 
uals have inalienable rights as citizens 
of the Business Republic. 

Most of these rights are still in the 
process of formulation, They are still 
being defined and redefined. Few of 
them are really understood or agreed to 
by many managements or many em- 
ployees, let alone by both. Only a hand- 
ful have been reduced to writing in any 
statement of principles, Constitution if 
you please, to serve as the code of busi- 
ness government, So employees cannot 
yet feel secure in their rights. But all 
this is coming, and very fast too. 


Eleven Principles Make Up 
A Business Bill of Rights 


Let me list for you some of the prin- 
ciples that seem t be gradually emerging 
and clarifying themselves into a Bill of 
Rights for the citizens of the Business 
Republic. 

1. The right of freedom of choice 
This presupposes that the citizen of the 
business republic is not putting in a 
term of involuntary servitude—that not 
only can he be separated from his job 
for just cause, but that he has the in- 
alienable right to leave it if he so de- 
sires. It also means freedom to work out 
his own destiny in business with the help 
of, not in spite of, the business, 

2. The right to safe and healthful 
working conditions—No one, | am sure, 
will question the obligation of manage- 
ment to protect people against occupa- 
tional hazards. 

3. The right to earn a decent living— 
This it seems to me, is almost too obvi- 
ous to mention. Although rare is the 
man who thinks he is being paid 
enough, every study of the motivations 
of workers shows that the pay problem 
ranks well down the list. By and large 
American business is paying good wages 
by any standard. 

4. The right to equitable compensa- 
tion for the work he performs—This is 
not a question of amount of pay, but 
fairness of pay. The employee has a 
right to expect that his salary or wage is 
reasonable close to what others are get- 
ting in the business for jobs of equal 
difficulty and complexity. He also has 
the right to expect that his pay will not 
be out of line with what other businesses 
are paying for the same kind of work. 

9. The right to share in the prosper- 
ity of the business.---This is not the time 





to discuss the advantages and disadvan- 
tages of so-called profit sharing. But if 
we accept the premise that the business 
republic is a way of life for people, who 
hope to do better cooperatively than 
alone, then we must also accept the prin- 
ciple that the better the team does, the 
more the individual benefits, 

6. The right to earn security—Since 
employees usually raise families, with 
all the hopes, aspirations and problems 
which that entails—they are entitled to 
have the opportunity to earn reasonable 
protection against the financial hazards 
of illness, accident, death or old age. 
Minimizing freedom from worry about 
uncontrollable misfortunes is like re- 
moving a millstone from the necks of 
all of us, even managers. 

7. The right to equal opportunity to 
progress — This does not mean that 
everyone in the organization has an 
equal chance to be president. But to the 
full limit of his aptitudes, knowledge 
and effort he will be given fair and 
thorough consideration for advancement. 
It means that working up through the 
ranks is not just giving lip service to a 
time-honored tradition, but that men are 
encouraged and trained and helped to 
do so. And it also means that manage- 
ment makes every effort to use people to 
the limits of their capacity, but not 
above it or very far behind it. 

8. The right to be productive — 
This presupposes confident, intelligent, 
friendly, aggressive leadership, furnish- 
ing a creative climate in the business 
which stimulates people to want to con- 
tribute to it, encourages them to use 
their heads and not just their backs and 
nimble fingers, supplies the best of tools 
to make increased productivity possible, 
and is generous in giving credit where 
due. 

9. The right to understand — Every 
citizen of the business republic is en- 
titled to know the broad goals of the 
organization and the reasons for them. 
He is entitled to know the score of the 
game and how the business is progress- 
ing, and to hope for something better 
for himself if he helps in that progress. 
He is entitled to know not only what 
part he is exepected to play in the whole 
scheme, but how that part fits in with 
the whole, and why he is asked to do his 
specific assignments. He is entitled to 
learn all those things about the business 
which will help him contribute more 
to it, 

10. The right to freedom of speech— 
In business, as in all other phases of 
American life, the employee has a right 
to a voice in matters affecting him and 


his work. He is entitled to criticize and to 
advance ideas, and have both his griev- 
ances and his ideas considered fairly 
and decided on their merit by people 
who are competent to judge. This 
means, of course, that he must have free 
access to his superiors. 





1l. The right to belong—Man is by na- 
ture gregarious, His largest area of per- 
sonal satisfaction comes from his rela- 
tionships with other people. The citizen 
of the Business Republic has a right to 
good close group relationships with his 
fellow workers, both on and off the job. 
He has the right to join others, either 
casually or in organizations of his 
choice for social purposes, for mutual 
protection or assistance, or for collec- 
tive bargaining with management. And 
above everything else, he has the right 
to be considered on a par with every 
other employee of the business when it 
comes to his importance in the whole 
scheme. To be sure one job may require 
much less talent or experience or knowl- 
edge or skill than another. But it is not 
one iota less important. The fact that he 
is on the job presupposes that he is a 
required member of the cooperative 
community, of the Business Republic. 


Owners, Management, Consumers 
Have Rights Too 


Those then are some of the basic 
rights of employees that are becoming 
clearer as the Business Republic ma- 
tures. Others have rights, too, which 
must be respected if the enterprise is to 
prosper. Owners are entitled to a reason- 
able return on a growing value of their 
investment. Management is entitled to 
manage without undue interference or 
harassment, Consumers are entitled to 
share in the fruits of improved perform- 
ance through better values on the prod- 
ucts they buy. The strength of this coun- 
try lies in freedom of choice in the 
market place, and millions of consumers 
daily cast their ballots automatically for 
or against this or that business. 

When the basic rights of the citizens 
of the Business Republics of this coun- 
try are more clearly defined and under- 
stood, and embodied in their written 
policies, and carried out consistently in 
management's daily decisions and act so 
that all may have confidence in them, 
then the business revolution will be com- 
plete. When this will be, I would not 
hazard a guess, But it will not take 
many years at our present rate of prog- 
ress, and our increasing understanding 
of the economics of happiness. END 
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Management, Other Career Opportunities In 


Industrial Engineering, Present and Future 


by Leslie D. Catlin 


Industrial engineering is sometimes called a hybrid development of older branches of engineering. Increased demands 
of a wide variety of business enterprises, with their need for specialized tools for management, have fostered its 
growth. The nature and use of industrial engineering’s tools themselves are uncertain, but there can be no longer 
any doubt that the profession is growing and broadening. This author outlines the past development of the field, 
tells what the industrial engineer of today must know, and indicates the direction this important profession may take. 





T Is interesting as a backdrop for con- 
| sidering the opportunities in indus- 
trial engineering today to look at the 
development which has led to current 
concepts and practices. 

Through the early 1900s and to the 
1920s industria] engineers were, for the 
most part, tagged as efficiency experts 
or efficiency engineers, In the 1920s in- 
dustrial engineering began to be more 
formally established. It was in_ this 
period that Standards Departments were 
established. These departments had to 
do mainly with the making of time 
studies, the establishment of production 
standards and the installation or main- 
tenance of an incentive system. Such 
departments were generally line rather 
than staff, and they were too far down 
in the management echelons to com- 
mand desirable prestige. Their functions 
were also narrow in concept. 


Industrial Engineer Status is 
Now Accepted 

Through the 1930s and 1940s many 
companies began to develop greater use 
of industrial engineering principles and 


practices. It was during these same years 
also that many colleges and universities 
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established courses in industrial engi- 
neering in some form or other. World 
War II and the years thereafter have 
seen a further development of this sci- 
ence. We now see common acceptance 
and use of the terms Industrial Engi- 
neering Department and Chief Indus- 
trial Engineer. 


Engineer Helps Achieve Basic 
Aim of Management 


It seems appropriate here to consider 
the broad objectives that have led to 
current concepts of the responsibilities 
of industrial engineering. In doing this, 
we must first state the objectives which 
underlie every business enterprise. 
These objectives can be described as 
consistently making the most effective 
use of the entire resources of an enter- 
prise for the benefit of its owners, em- 
ployees, customers, and the public. 

Industrial engineering has been play- 
ing an increasingly important role in 
management’s attaining of these objec- 
tives. Although interpretation of this 
role varies, it is generally accepted that 
the responsibility of industrial engineers 
is that of obtaining the most effective 
utilization of the resources of space, ma- 


chinery and equipment, material, and 
manpower. 

Thus, the objective and responsibility 
of industrial engineering is very closely 
associated with the objectives of any 
enterprise in using its entire resources 
for the benefit of its owners, employees, 
customers and the public. 

It is interesting to note the results of 
a survey made by one nationally-known 
and important company. This survey 
asked a cross section of 100 companies 
what functions they included as respon- 
sibilities of the industrial engineering 
department. The survey in summary 
shows that the big majority of the re- 
porting companies included these func- 
tions: 

Motion Study and Methods Improve: 

ment 

Time Study and setting of Production 

Standards 

Wage Incentive Plans 

Job Evaluation 

Plant Layout 


Definitions of Functions Show 
Wide Diversity 


After reporting companies had indi- 
cated agreement on the inclusion of these 
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five functions, the survey indicated very 
sreat differences as to other functions 
included in these departments. A partial 
list of those most frequently included is 
as follows: 

Operator Training 

Foreman Training 

Wage and Salary Administration 

Personnel Policies 

Merit Rating 

Suggestion System 

Safety 

Estimating 

Standard Costs 

Standard Practice and Procedure 

Production Planning and Control 

Standards for Material and Overhead 

Quality Control and Incentives 

Special Studies 

Functions other than those mentioned 
were reported to a total of 46, several 
of which were obviously overlapping. 
The survey showed that the average 
number of functions assigned to indus- 
trial engineering per company was 8.6 
and the maximum number per company 
was 14, 

This survey is particularly interesting 
from two points of view. First, it un- 
deniably indicates the diversity and ex- 
pansion of the functions included in 
industrial engineering and the accept- 
ance of such departments in a company’s 
organizational structure. Yet secondly, 
however, the survey indicates a lack of 
agreement as to the functions which 
an industrial engineering department 
should properly handle. 

The properly-established department 
should have its responsibilities clearly 
defined, its relationship to other depart- 
ments clearly established and integrated, 
and its practices and procedures clearly 
set forth and understood by all. “Co- 
ordination” is most important in an in- 
dustrial department as 
sights are being raised and new areas of 
interest and need develop. 


engineering 


Important Factors Affecting 
Industrial Engineers 


I will now present some the specific 
current and next-10-year needs and in- 
terests for industrial engineering as we 
see them. In the category of general con- 
siderations the following are important: 

1. Wage increases will be the order 
of the day for at least another year or 
two. During this same time and in spite 
of the fact that most prices are now 
decontrolled there will not be price in- 
creases, particularly in the manufactur- 
ing field, sufficient to offset increased 
wages. In other words, the pressure will 


be on holding down prices. Many com- 
panies will be forced to improve cost 
reduction programs and cost control. 

2. Many of our industries will be 
affected, some seriously, by changes in 
imports and exports. Some of these 
changes are already becoming apparent 
as new factors of competition. 

3. Our population will increase at a 
considerably-above-average rate during 
the next 10 years, At the same time the 
number of employable man-years has 
been shortened and will continue to 
shrink, These factors together with 
others will require a substantial increase 
in productivity. It is estimated that this 
increase must be at least 15 per cent by 
1960 and some estimates state a sub- 
stantially higher figure. 

All three of the above considerations 
are ample evidence of the increasing 
need for industrial engineering. 


Technical Considerations of 
Today and of the Future 


Some of the technical considerations 

of the current and next-10-year needs 
and interests can be stated as follows: 
1. Long-range planning is a term that is 
beginning to lose some of its fuzziness 
and is being accepted as a necessity by 
more and more companies, Long-range 
planning has to do generally with plan- 
ning from two to 10 years hence with 
respect to utilization of manpower and 
all other facilities. The industrial engi- 
neer can and should be a very important 
member of the long-range planning com- 
mittee. 

2. There has been increased interest 
and activity since the war in the ap- 
plication of direct labor incentives by 
companies who have not used incentives 
previously, Of perhaps even greater im- 
portance is the fact that many incentive 
plans established 20 or 25 years ago 
and some established only 10 or 15 
years ago are badly in need of revision 
and overhaul, Such overhauling jobs are 
the toughest sort for industrial engineers 
but must be faced and carried out in the 
interest of correcting inequities which 
penalize both labor and management. 

3. Statistical quality control is a tech- 
nique which has been developed during 
recent years and is being expanded in 
its use. An Industrial Engineering De- 
partment is frequently given the respon- 
sibility for establishing this control even 
though its subsequent administration 
may be carried out by another depart- 
ment, 

4. The application of principles of 
measurement and incentives to indirect 


workers is, in my opinion, one of the 
biggest challenges to industrial engi- 
neers today and in the years to come. 


Indirect workers include that broad 
band of a company’s employees in posi- 
tions and functions between direct labor 
and top management. These workers are 
a challenge because: first, serious inequi- 
ties exist in these groups. Secondly, to 
be consistent, management must offer 
the opportunity of extra pay for above 
standard performance to all segments of 
its employees instead of limiting this 
opportunity to selected groups. Thirdly, 
and perhaps of greatest importance, is 
the fact that the measurement and con- 
trol of indirect labor can result in very 
substantial and essential cost reductions. 

5. Distribution methods and _ costs 
offer another important challenge to in- 
dustrial engineers. Comparatively little 
has been done in this field but those few 
companies that have applied a_ basic 
engineering approach to determination 
of improved methods and even produc- 
tion standards to selling has been most 
gratifying, It requires little imagination 
to visualize the potential which the very 
high distribution costs of many com- 
panies offers to forward looking man- 
agements and industrial engineers. 

6. Again, I mention the important 
need for improving the co-ordination, 
integration, and definition of principles 
and practice that is so essential, and too 
often lacking, in industrial engineering 
programs, 


Manufacturers, Banks, Others 
Use the New Techniques 


Now, let us consider the breadth of 
the field in which this science is being 
used, 

Manufacturing will no doubt continue 
to lead the field in the application and 
use of industrial engineering techniques. 

It is important to note the expansion 
into other fields, however. Many large 
banks have already set up job evalua- 
tion plans and more and more of the 
smaller banks are turning to the same 
technique. Having job evaluation, the 
banks are now beginning to use or con- 
sider the use of some form of measure- 
ment as a basis for rewarding the in- 
dividual] in relation to performance. 
Thus we find performance rating gain- 
ing acceptance as an incentive plan. 

Department stores are using measure- 
ment and incentive plans in various de- 
partments such as storeskeeping, receiv- 
ing, shipping, etc. The Executive vice- 
President of one of the large department 
stores in New York City recently said 
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that his firm had three industrial engi- 
neers on the staff and were very much 
interested in expanding the use of 
industrial engineering for improving 
operating methods and for extending the 
use of incentive plans. 

Various departments of government 
have been using industrial engineers 
during recent years. The organization, 
procedures and methods of a number of 
government departments are being scru- 
tinized very closely and many of the 
projected government economies that 
will take place during the coming years 
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will result from the application of basic 
industrial engineering principles and 
practices, 

Large office and clerical staffs are em- 
ploying industrial engineers and con- 
sultants. The big insurance companies 
are a good example of this trend. Such 
groups use job evaluation, procedure 
and method analysis, and time study 
for determination of production stand- 
ards, some for incentive purposes. 

I commented earlier about the appli- 
cation of industrial engineering to sales 
work, Although relatively an unexplored 
field, it is my prediction that this type 
of activity will see an increasing use of 
industrial engineering practices and 
principles, 

Now for some brief answers to three 
specific questions about advancement in 
this field. The questions: 

1. What are the requirements for ad- 
vancement in industrial engineering ? 

The biggest requirement is continual 
study. This is no static field; the man 
who gets ahead has to gain knowledge 
constantly. I would place breadth of ex- 
perience as the next big factor in ad- 
vancement. 

Two qualities which every industrial 
engineer should develop are; first, that 
of understanding people—being sympa- 
thetic, understanding and _tolerant— 
Human Relations. 

Second is that of learning how to sell 
—how to sell yourself to your fellow 
employees of whatever rank they may 
be, and developing the knowledge of 
how to sell yourself and your ideas to 
management. As a corollary to this, I 
would emphasize development of the art 
of expression, both oral and written. 

Finally, successful industrial engineer- 
ing requires men of broad vision, imagi- 
nation, fair mindedness and strong de- 
termination, unswerving in defense of 
sound principles and practice. 

2. What positions can the industrial 
engineer aspire to? 

The answer to this leads us first to 
consideration of the trend in the placing 
of industrial engineering in the manage- 
ment field. The most decided trend has 
been for industrial engineering to be 
established at the organization level 
where it reports directly to the executive 
in charge of operations. In the larger 
companies this would be to the vice- 
President of Operations, in smaller com- 
panies it would be to the General Man- 
ager, The trend is definitely toward 
having industrial engineering report to 
a higher executive level. In increasing 
instances we find such departments ac- 
cepted in the organization structure on 
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an equal basis to finance, sales. manu- 
facturing, 
reporting directly to the top executive. 
I predict that more and more companies 
will place industrial engineering in such 
a relative position. 

It is also important to note that there 
has been a decided trend toward having 
industrial engineering operate as a staff 
rather than as a line function. 

To follow the industrial engineering 
field particularly there are specialist 
positions as a methods man, time study 
man, procedures man, Such specialists 
find their greatest opportunity in the 
larger companies. The smaller com- 
panies generally offer an opportunity 
for men to gain experience in all of the 
functions covered by the industrial en- 
gineering department. As experience is 
gained, companies offer opportunities as 
group leaders, up to Chief Industrial 
Engineer. One company at least has 
established a vice-President in charge of 
industrial engineering. 


Opportunities Open At All 
Management Levels 


It is particularly significant to note 
the extent to which many companies are 
using their industrial engineering de- 
partments as a training ground for em- 
ployees who may go into practically any 
phase of the companies’ operations. It is 
considered as ideal training for manu- 
facturing supervision positions and for 
positions in employee relations, finance, 
production design and development, etc. 
Thus, industrial engineering training 
opens up opportunities at practically all 
levels of management. An _ increasing 
number of vice presidents or presidents 
of companies are coming up to these 
positions after having basic training in 
industrial engineering, either as com- 
pany employees or as having been as- 
sociated with consulting engineering 
organizations, 

The consulting companies are con- 
stantly seeking men for positions as 
Staff Engineers. From this position the 
steps are to that of a Supervising Engi- 
neer and then to a Partner. 

3. What are the pay opportunities in 
industrial engineering ? 

In general, the range pretty much fol- 
lows the pattern of all branches of engi- 
neering except that the consulting engi- 
neers offer somewhat higher earnings 
for men with several years of experience 
and proven ability. The ultimate earn- 
ings are unlimited— they can equal 
those of the top executives in the 
country. END 
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Announcement 


The Industrial Incentives Award 


The Award: Rules 


The SociETY FOR ADVANCEMENT OF MANAGEMENT presents the Industrial Incentives 
Award to stimulate research, spread its results throughout the profession, and to 
widen acceptance and the use of such results by industry. 

The Industrial Incentives Award is won by a written submission, suitable for 
publication, showing evidence of an original idea, a new technique, advanced 
development, or a unique and constructive application, which The Society judges 
to be an outstanding contribution to the practice of incentives in industry. 

The submission must not have been previously published. It may have been 
demonstrated by application, or must be deemed practical of application. If put 
into practice, this must have been at the suggestion of the candidate (the originator 
of the idea or concept), by him or under his supervision, observation, or control. 
The application of the idea must have been completed within 12 months preceding 


his submission. 


The Award Itself 


The Society honors the winner with a medal, publishes the winning study, presents 
the honors at a public ceremony. The recipient may receive a sum, not to exceed 
$400, to finance further incentives research. The recipient shall satisfy The Society 
that the funds are to be purposefully used to further the award’s objectives. 

The Society may grant a second award consisting of a three-year membership 
in The Society, and a third award of a two-year membership. 


The Award: Conditions 
All manuscripts submitted must be in form suitable for publication, and shall 
become The Society’s property. Any manuscript may be published with usual 
credit, but publication in itself shall not be considered basis for granting the 
award. If conditions are not met, or The Society deems no outstanding contribution 
has been made, the award shall not be made, or The Society may award the medal 


of honor, but reserve the financial grant. 


The Award: Notification 
At The Society’s Spring Conference, April 29-30, 1954, the award will be 
announced. With this announcement submission of manuscripts has officially 
opened, Submissions should be addressed to: 


SOCIETY FOR ADVANCEMENT OF MANAGEMENT 
INDUSTRIAL INCENTIVES AWARD COMMITTEE 
74 FIFTH AVENUE, NEW YORK 11, NEW YORK 
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SOCIETY FOR ADVANCEMENT OF MANAGEMENT 


Objectives and Aims of SAM’s 
Material Handling Division 


To pursue a broad educational pro- 
gram pertaining to the management as- 
pects of material handling. 

To inform management of the impor- 
tance of material handling to corporate 
operations and the opportunities af- 
forded by it. 

To secure a corps of at least 500 
management men in the SAM member- 
ship who are vitally interested in the 
effect of material handling on their re- 
spective businesses. Through this group 
SAM can send material handling educa- 
tional information to some 30,000 busi- 
nesses, each employing more than 100 
persons. 

To promote material handling confer- 
ence and chapter programs. 

To service chapter requesis and re- 
quirements in the field of material 
handling. 

To perform research in the manage- 
ment phases of material handling. 

To assist the United States Govern- 
ment in matters pertaining to material 
handling management. 


Scope of Initial Operations 


During its initial year of operation, 
the Material Handling Division will be 
primarily concerned with servicing the 
program requirements of SAM chapters 
desiring help in preparing material 
handling educational programs for their 
memberships. 


Conference 


Material handling programs shall be 
included in SAM fall and spring confer- 
ences with the exception of the fall of 
1953. 


Scope of Educational Interest 


The Material Handling Division will 
confine its initial activities to the man- 
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agement aspects of the material handling 
field. 

SAM educational efforts will be di- 
rected primarily at management and col- 
lege groups. Educational efforts initially 
will stress new material handling ideas, 
systems, and concepts of interest to man- 
agement men. Discussions should sug- 
gest, among other things, best methods 
of installation, control of operation and 
analysis of results obtained, as well as 
financing, costing and maintenance of 
new material handling possibilities for 
corporate improvement, 


Foreign Nationals 


Foreign nationals occasionally seek 
material handling aids from SAM or its 
personnel, Such aids before being ren- 
dered should be cleared by the SAM 
Executive Director with the State De- 
partment if such clearance seems advis- 
able. 

Where our Executive Director con- 
siders extraordinary caution advisable, 
foreign nationals should be advised to 
clear their requests through our am- 
bassadors on consuls in the respective 
countries of the foreign nationals, 


Funds for Operation 


It is desirable to obtain grants of 
funds from institutions approved by the 
Board or Executive Committee, to 
further material handling research and 
educational projects. 


Governmental and Military Affairs 


Complete cooperation with the U. S. 
Government is desirable. SAM urges all 
members who are requested by the Gov- 
ernment to aid on material handling pro- 
grams to render every possible assist- 
ance. 


Trade Institutes 


It is SAM policy to maintain a 
friendly and cooperative relationship 


with material handling 
tions and institutes, 


trade associa- 


Distribution of Literature to SAM 
Members by Outside Sources 


A copy of the item for distribution, 
in its final form or reasonable facsimile 
thereof, shall be sent to the Executive 
Director for approval. 

The Executive Director, upon proper 
approval will authorize distribution of 
the literature or material to the various 
chapter secretaries or directly to the 
membership as warranted, 


Program 


Material Handling programs shall per- 
tain to bulk handling, manufacturing, 
storage, packaging, layout, and trans- 
portation. 


Public Relations 


Public Relations and Publication Re- 
leases affecting national operations must 
be cleared with the SAM Executive Di- 
rector prior to release. 


Material Handling Societies 


SAM members will be encouraged to 
retain material handling memberships 
held in other societies. Those SAM 
members who desire additional educa- 
tion in phases of material handling other 
than management will be encouraged to 
join American Material Handling So- 
ciety, Society of Industrial Packaging 
and Material Handling Engineers, Amer- 
ican Society of Mechanical Engineers, 
and other similar societies. 


Use of SAM Name, Emblem, or 
Other Identification 


The name, identifying mark, or other 
identification of SAM or any of its 
chapters cannot be used directly or by 
implication without the written approval 
of SAM management. This applies to 
business, activities, and individuals. 
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CIPM Reports .. . 


Americans have a world reputation 
for being a nation of joiners and private 
societies. We have been told for many 
years by social scientists about this pe- 
culiarly American phenomenon and how 
inter-related it is with the social, eco- 
nomic, psychological, and __ political 
orientation of most American individ- 
uals, It is only during very recent years, 
however, that American, as well as for- 
eign, observers have become conscious 
of the relationship between this phe- 
nomenon of group activity and the so- 
cial and economic progress of the nation 
as a Whole. 

The American propensity to support 
private charities, foundations, trade and 
technical associations, non-profit man- 
agement associations, and other societies 
has relieved the fields covered by these 
enterprises from public control and fi- 
nancial support—a situation not so typi- 
cal outside the United States, This tend- 
ency, moreover, has favored a more 
functional and decentralized kind of so- 
cial organization. In the case of associa- 
tions such as CIPM, SAM, ASME, 
AMA, ABA, such activity has en- 
couraged a freer and more professional 
approach to the dissemination of infor- 
mation and advanced techniques, which 
in turn has enormously spurred Ameri- 
can leadership and advancement in such 
fields as medicine, public administra- 
tion, and scientific management, The 
high American living standard, which 
derives from high productivity, is both 
a cause and effect of this American pro- 
clivity towards organization on a pri- 
vate, functional, and decentralized basis. 

Responsible people abroad have be- 
gun recently to perceive this unity and 
to recognize in it the advantages and 
opportunities for a similar development 
in their own countries as a means to 
improve their countries’ economy and 
productivity—and consequently the eco- 
nomic and social well-being of the entire 
free world. 

One very interesting example of the 
interest and attention focused abroad on 
the phenomenon of American associa- 
tions was the arrival in this country on 
September 21 of a group of 37 repre- 
sentatives of other countries who are 


now completing a study of the organiza- 
tion and operations of American asso- 
ciations. 

CIPM has been entrusted with the 
direction of the entire program, which 
is being held under the auspices of the 
Foreign Operations Administration, 
Washington. The group includes man- 
agement association and _ productivity 
center executives from eleven countries: 
Austria, Belgium, Denmark, Italy, Swe- 
den, Turkey, Formosa, Indo-China, 
Philippines, Chile, and Mexico. 

In the course of the month-long pro- 
gram, the team has had the opportunity 
to learn about and witness first-hand the 
organization and operations of Ameri- 
can management associations with re- 
spect to: 

(1) The philosophy (purposes and 
services) of American association work. 
(2) The role of different kinds of asso- 
ciations in the American economy (the 
functional aspect)—what it means to 
the economy that these associations pro- 
vide a means of collection, evaluation, 
and dissemination of knowledge, meth- 
ods, and techniques. (3) How American 
industry and business educational insti- 
tutions work with associations, (4) Or- 
ganization of associations (national or 
chapter, and reasons for emphasis. 
(5) Fund-raising techniques. (6) Re- 
cruiting of membership. (7) Organiza- 
tion of programs on an annual basis. 
(8) Organizing of special conferences. 
(9) Design and preparation of publica- 
tions and technical papers to meet the 
needs of members and to assure their 
active interest and participation in the 
associations, 

The program for the team began in 
New York City where lectures, meetings, 
and discussions were held with CIPM, 
representatives of SAM, FOA, the Asso- 
ciation of Better Business Bureaus, Inc., 
the American Society of Mechanical 
Engineers, the National Industrial Con- 
ference Board, the American Marketing 
Association, the Committee for Eco- 
nomic Development, the National Asso- 
ciation of Manufacturers, and the Amer- 
ican Management Association. 

Bruce Payne, President; C. A. Slocum, 
Executive Director; and Vincent A. 


Flynn, Director of Research, SAM, dis- 
cussed the history and activities of SAM 
on Friday, September 25, at the 74 Fifth 
Avenue National Office. 

From October 6 to October 11 the 
visiting team went to Detroit where a 
plant visit was made to the Burroughs 
Adding Machine Company, a meeting 
was held by the Automobile Manufac- 
turers’ Association, and a discussion 
was held on the activities, services, and 
publication of the American Society of 
Tool Engineers. In Chicago from Octo- 
ber 11 to October 14, the team was in- 
troduced to the curriculum of the School 
of Commerce at Northwestern Univer- 
sity, as well as to representatives of 
associations which work with that 
school, A meeting was also held in Chi- 
cago at the Harvester Education and 
Training Center, International Harvester 
Company. 

Traveling to Cincinnati on October 
15, the team made a visit to the 
Lunkenheimer Company to see how 
some of its executives work directly with 
SAM. 

The concluding days of the program 
were spent in Washington, D.C., where 
officials of the U, S. Department of 
Commerce, the American Trade Associa- 
tion Executives, and the United States 
Chamber of Commerce discussed the ac- 
tivities of their organization in the 
trade association field. Informative 
meetings were also held with officials of 
the National Planning Association, the 
Bureau of Labor Statistics, the Depart- 
ment of Labor, the OEEC Mission, the 
Foreign Operations Administration, the 
Congress of Industrial Organizations, 
and the American Federation of Labor. 

The team will leave the United States 
for their respective homes on October 
26, 
by RoBERi? GLEASON 


CounciL For INTERNATIONAL PRo- 
GRESS IN MANAGEMENT, formerly the 
National Management Council, is a 
non-profit, non-political organization 
devoted to the promotion of the sci- 
ence of management on the interna- 
tional level. SAM is a co-founder and 
charter member of CIPM. 
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Wage-Hour Regulations and 
Profit Sharing 


What goes into regular rate of pay is a 
problem which continually plagues per- 
sonnel people. Frequently the govern- 
ment helps complicate the problem. 

On June 10, 1953, Par 549 of the 
Wage and Hour Regulations was pub- 
lished in the Federal Register. This Part 
covers “Requirements of a Bona Fide 
Profit-Sharing Plan or Trust” and is ef- 
fective July 10, 1953. Officially it is Title 
29, Chapter V, Code of Federal Regula- 
tions, Par 549 prepared pursuant to Sec- 
tion 7 (d)(3)(b) of the Fair Labor 
Standards Act of 1938, as amended. 

Let’s see if some plain, understandable 
language can be lifted from the regula- 
tion so that no mistakes will be made in 
determining the regular rate of pay. 
Section 549.0 (a) establishes that, “in 
determining the total renumeration for 
employment which Section 7 (d) of the 
Act requires to be included in the regu- 
lar rate, it is not necessary to include 
and sums paid to or on behalf of such 
employee, in recognition of services per- 
formed by him during a given period, 
which are paid pursuant to a bona fide 
profit-sharing plan or trust,” as defined 
in the regulation. 

Section 549.3 of Part 549 defines the 
difference between “plan” and “trust” 
as used in the regulation: 

(a) “Profit-sharing plan” means any 
such program or arrangement as quali- 
fies which provides for the distribution 
by the employer to his employees of 
their respective shares of the profits. 

(b) “Profit-sharing trust” means any 
such program or arrangement as quali- 
fies which provides for the irrevocable 
deposit by the employer of his em- 
ployees’ distributive shares of profits 
with a trustee for deferred distribution to 
such employees of their shares. 

Section 549.1 sets up the essential re- 
quirements for qualification for pur- 
poses of Section 7 (d)(3)(b) of the 
Act. It must meet all of the following 
standards and in addition must not have 
any of the disqualifying provisions set 
forth in Section 549.2. 

1. The profit-sharing plan or trust 
constitutes a definite program or ar- 


30 


rangement in writing, communicated or 
made available to employees, which is 
established and maintained in good 
faith for the purpose of distributing to 
the employees a share of profits as addi- 
tional remuneration over and above the 
wages or salaries paid to employees 
which wages or salaries are not depend- 
ent upon or influenced by the existence 
of such profit-sharing plan or trust or 
the amount of the payments made pur- 
suant thereto. 

2. All contributions or allocations by 
the employer to the fund or trust to be 
distributed to the employees are: 

(a) Derived solely from profits of 
the employer’s business, enterprise, es- 
tablishment or plant as a whole, or an 
established branch or division of the 
business or enterprise which is recog- 
nized as such for general business 
purposes and for which profits are 
separately and regularly calculated in 
accordance with accepted accounting 
practices and, 

(b) made periodically, but not 
more frequently than is customary or 
consonant with accepted accounting 
practice to make periodic determina- 
tions of profit. 

3. Profit-sharing eligibility extends: 

(a) At least to all employees who 
are subject to the Act or to all employees 
in an established part of the employers 
business as defined above provided, 
however, that such eligibility may be 
determined by factors such as length of 
service or minimum schedule of hours 
or days of work which are specified in 
the plan or trust, and further, that eligi- 
bility need not extend to officers of the 
employer, or 

(b) to such classifications of em- 
ployees as the employer may designate 
with the approval of the Administrator 
upon a finding, after notice to interested 
persons, including employee representa- 
tives, and an opportunity to present 
their views either orally or in writing, 
that it is in accord with the meaning and 
intent of Section 7 (d)(3)(b) of the 
Act and the regulations, The Adminis- 
trator may give such notice by requir- 
ing the employer to post a notice ap- 
proved by him for a specified period 
and in specified places. 

4, The amounts paid to employees are 
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determined in accordance with a definite 
formula or method of calculation speci: 
fied in the plan or trust, The formula o; 
method of calculation may be based on 
any one or more of such factors as 
straight-time earnings, total earnings, 
base rate of pay, straight-time hours or 
total hours worked or length of service 
or distribution on a per capita basis. An 
employee’s total share determined in ac. 


cord with the above may not be dimin- } 


ished because of any other remuneration, 

5. Provision is made either for pay- 
ment to the individual employees for 
their respective shares within a reason- 
able period after the amount to be dis. 
tributed is determined, or for the ir. 
revocable deposit by the employer of 
his employees’ distributive shares with 
a trustee for deferred distribution after 
a stated period of time or upon the oc- 
currence of appropriate contingencies 
specified in the plan or trust; provided 
however, that the right of an employee 
to receive his share is not made depend- 
ent upon his continuing in the employ 
of the employer after the period for 
which the determination of profits has 
been made. 

Now for the disqualifying provisions: 
none of which may be contained in an 
approved plan: 

1. If the share of any individual em- 
ployee is determined on the basis of 
attendance, quality or quantity of work, 
rate of production, or efficiency; 

2. If the amount to be paid peri- 
odically by the employer into the fund 
or trust to be distributed to the em- 
ployees is a fixed sum; 

3. If periodic payments of minimum 
amounts to the employees are guaranteed 
by the employer; 

4. If any individual employee’s share 
is set at a pre-determined fixed sum or 
is so limited as to provide in effect for 
a fixed sum, or is limited to or set at 4 
predetermined specified rate per hour or 
other unit of work or worktime; 

3. If the employer’s contributions or 
allocations to the fund or trust to be 
distributed to the employees are based 
on factors other than profits such as 
hours of work, production, efficiency, 
sales or savings in cost. 


by Lowe. F. JoHNSON 
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AM Advertising Review... 


Friday afternoon, September 18th, the 
SoclETY FOR ADVANCEMENT OF MANAGE- 
MENT passed another milestone in its 
more than forty-two years of growth. 

Editors, consultants, college profes- 
sors and others attended an Open House 
function at the spacious new National 
Headquarters of The Society, 74 Fifth 
Avenue, New York, 

[It was this reporter's good fortune to 
meet many editors and business officials 
who expressed an interest in the new 
Research Department of The Society, di- 
rected by Dr. Vincent A. Flynn. 

One editor, whose publications serve 
an industry that ranks seventh in dollar 
volume in the United States, asked us to 
prepare a series of articles, to be re- 
leased in serial form. He said, “Scienti- 
fic management, the approach of your 
Society, is urgently needed by our thou- 
sands of subscribers.” 

One of our largest technical book pub- 
lishers said, “Evidently we have over- 
looked a live, fertile market for many 
of our books, May I have some of your 
literature for my advertising department 
to study ?” 

An industrialist watched the showing 
of our famous Time Study Films and 
immediately placed his order for one set. 

Since the announcement of our new 
Research Department appeared in the 
August issue of AM, seven officials of 
different companies have asked for in- 
formation about how they might use the 
advertising pages of AM to widen their 
markets, 

Unlike the giants in the publishing 
field, ADVANCED MANAGEMENT does not 
now, and probably never will, aggres- 
sively solicit any and all advertisers, It 
will, however, through careful research 
and daily contact with its 58 Chapters, 
supply any advertiser the information 
he may want to prepare advertising that 
will be effective when released in AM. 

As announced in the August issue of 
AM, a complete file of Fortune Maca- 
ZINE is now at the disposal of anyone 
who is interested in the ebb and flow of 
American business, from February 1930 
to date, 

In these 274 issues, the reader will 
find reports, charts, and statistics cover- 
ing practically every segment of busi- 
ness, from raw materials on out to the 


consumer's home, office, or plant. 

In addition to this basic world of in- 
formation, there is a Library of over 
1,000 volumes, to which is added each 
month from five to ten current studies. 

ADVANCED MANAGEMENT offers many 
advertisers a line of communication to 
thousands of The Society's members 
who now have a vote when new sources 


| The 1953 Look... 


Here in one volume are the authoritative and lucid reports on latest 
developments in Time Study and Methods. The most advanced manage- 
ment men in their fields give you results of recent study and research 
on vital subjects. Send for your copy of Proceedings today . 
from the experience of these top management men by putting their 
findings into practice in your own company! 


For New Insight Into... 


¢ Production Planning and Layout 
¢ Methods and Measurement 

¢ Incentive Management 

* Controlling Production Costs 


¢ Managing for More 


Please send me ......... 


PROCEEDINGS OF THE 
1953 SAM INDUSTRIAL ENGINEERING CONFERENCE 


$3.50 to SAM members, $5.00 to non-members 


[_] Enclosed find my check for $. 
[_] Please bill me 


PU chic c ctr ocnisus consdecieaceisantcpancat mibanteceriaassdeuns : 


PIE ooh orcs cas racenmesexeleneiasebeceosees 


make checks payable to 


Society for Advancement of Management, 74 Fifth Ave., New York 11, N. Y. 


Proceedings of the 


1953 SAM Industrial Engineering Conference 


... fill in, clip out, and send today 


Renee copy (copies) of 


of supply are contemplated. They are 
buyers. 
The Research Department of SAM in- 
vites inquiries about any problem that 
has to do with research or advertising, 
about goods or services that are to be 
offered to our members, There is no 
charge or obligation for this service. 


by Frank E. FEHLMAN 


. . benefit 


% Productivity Measurement 
*® Reducing Fatigue 

* Basic Motion Timestudy 

© Work-Factor 


¢ Methods—Time Measurement 
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The Management Bookshelf... 





22 Proven Ideas of 
Interest to All Kinds 
of Management Men 


Pustic Revations Ipea Book. Compiled by 
editors and contributors of Printers’ Ink, 
205 East 42nd St., New York 17, N. Y. 352 
pages. $5.00. 


Probably the most succinct descrip- 
tion of Public Relations is the one that 
FORTUNE used in one of their lead arti- 
cles, “The Public Be Damned,” that ap- 
peared in their March 1939 issue. 

“Public relations is more than a 
tricky phrase, covering an emergent 
concept of business. It is a number of 
people who are beginning to give the 
concept form. Most eminent of counsel 
was the late Ivy Lee who gave the name 
to the work he did in 1904 for the 
strike-beset anthracite operators, and 
who later became regular counsel to the 
Pennsylvania Railroad, and who in 1914 
made his place and fame secure by tak- 
ing charge of the public relations of 
John D. Rockefeller, Jr.” 

Like practically all of the thousands 
of public relations men and women now 
serving stores, plants, school boards, 
shipping lines, the theatre, banks, in 
fact every segment of modern life, these 
people served their apprenticeship with 
some newspaper or magazine, 

Since 1904 when Printers’ Ink was an 
adolescent, 15 years old, it has reported 
the work of public relations people. In 
the past 49 years the Editors of 
PrinTERS’ INK have probably seen, read, 
and released more information about all 
phases of public relations than any 
other publication in the country. 

In the introduction of this remarkable 
book, Edward L. Bernays, whose clients 
read like a list from Who’s Who, said: 
“This volume is a valuable compilation 
of extracts from Printers’ INK . . . the 
material is rich in suggestion and is a 
living diary of ideas about public rela- 
tions and industrial relations . . .” 

Public Relations Idea Book, the latest 
of their distinguished list of books that 
now comprise their Book Shelf with 24 
other titles, has a 21l-page index that 
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enables the reader to find, almost in- 
stantly, answers to his questions about 
any phase of Public Relations work that 
might be used to inform the general 
public, civic groups, employees, dealers, 
communities, stockholders, and sup- 
pliers. 

Here in one carefully documented 
book will be found 692 ideas that have 
been used, and that worked. No one in- 
dividual could write such a book. 


In the chapter devoted to employees 
are twenty-two proven ways to build a 
sound public relations program inside 
the plant, store or office. This chapter 
alone should be of tremendous interest 
to every reader of AM. 

Like all of the Printers’ Ink Books, 
the publisher offers to send Public Re- 
lations for a ten-day reading without 
any obligation. Either you like it, or 
you return the book, 


by Frank E. FEHLMAN 


Book on Selling Proves 
How Salesmen are Made, 
Not Born 


How to Sert Your Way to Success, by 
Charles B. Roth. 207 pages. $3.50. McGraw- 
Hill New York. 


There are 3,750,000 men and women 
in the United States earning their living 
nominally as salesmen, and another esti- 
mated 47 million to whom salesmanship 
is the prime requisite for success in their 
jobs, Charles B. Roth points out, how- 
ever, in How to Sell Your Way to Suc- 
cess, that the average level of sales efhi- 
ciency in this country is not over 20 
per cent, 

Mr. Roth has attempted to correct this 
situation by teaching salesmanship from 
the ground up. The basis of his ap- 
proach is the Formula—the “master 
success formula which applies to every 
human contact you will make.” The 
formula can be reduced, essentially, to 
this: find a prospect, get attention, de- 
velop interest, win confidence, create 
desire, and close the sale. 

After stating this formula in Chapter 
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I, the author proceeds to examine each 
of the factors in detail, writing in q 
clear, fast style that is sprinkled with 
colorful, illustrative anecdotes. 
Among other pertinent topics dis. 
cussed in How to Sell Your Way to Suc. 
cess are the Development of a Sales 
Personality, the Art of Persuasion, How 
to Apply Knowledge of Human Nature, 
How to Manage Yourself in Selling. 


New Survey of Specifications | 
Systems is Valuable Aid to 
Industrial Management 


INDUSTRIAL SPECIFICATIONS, by E. H. Mac 
Niece. 153 pages. John Wiley & Sons, In. 
corporated. New York. Price $4.50. 


The true, dyed-in-the-wool, mystery 
story reader considers it almost a sin to 
skip even one page when he settles 
down intent on discovering who com- 
mitted the crime described in Chapter 
One. 

Those who decide to own E. H. Mac 
Niece’s new book, Industrial Specifica- 
tions, are advised to quickly check the 
eleven chapters that are listed on the 
Contents page, then jump to Mr. Mac 
Niece’s “Conclusion,” page 150. 

As Director of Quality Control for 
Johnson & Johnson, Mr. Mac Niece 
writes with authority. In his Conclusion 
he states, “Man will always want to 
specify. He will want to specify with in- 
creasing accuracy and within ever- 
narrowing limits . . . Standards, meas- 
urement, and specification form the 
bedrock supporting reproducibility, uni- 
formity, and value.” 

The Publisher states on the jacket of 
this remarkable book, “The only one of 
its kind.” 

It is our guess that this book will find 
its way to top management people 4s 
well as other levels in any plant where 
laboratory people are working for better 
specifications, lower production costs, 
etc. It is a book that will be used more 
often than your dictionary. It is a good 
book, a really great book that will be 
welcomed by thousands who are seeking 
better ways to achieve quality control. 

















